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Above, Barber 324-B Automatic Con- 
version Burner. Tested and certified 


by AGA Laboratory under latest list- 
ing requirements. No. 49-113-B Barber Automatic Burner Assembly 


The Name “‘Barber’’ Spells the Best 
in Gas Conversion Burner Value! 


Why? Not only because Barber puts the entire production costs into 
building a burner which will do the best job for the user—and not into extra 
“trimmings” which are of little practical use— 


But also, because the exclusive Barber combustion principle, of im- 
pinged air-activated jets, and direct "scrubbing" application of high in- 
tensity flame on walls of fire-box, (no spreaders or refractories), is the 
most effective and efficient of all conversion units. No other burner burns 
like a Barber— 


And because Barber does not merely jam an "all-purpose" converter 
into all sizes, shapes, and types of furnaces or boilers, but offers amply 
sufficient sizes, both round and oblong, to meet the combustion chamber 
requirements of any job. (Also the proper construction and jets to burn any 
specific type of gas.) This means, in brief, engineering the burner to the 
—- anyone who thinks that is true of every conversion burner is mis- 
taken— 


And finally, because Barber, in business for a third of a century, can 
only afford to put out the kind of conversion burners and appliance burners 
(for hundreds of diverse appliances)—that will adequately do the job 
expected of them. Buy Barber and you buy the best. A Barber dealer is 
your real friend on gas service! 


Write for latest Catalog showing all models of burners for Appliances, 
also Conversion Burners, and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohi 


BARBER BURNER) 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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ceived within 30 days 
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Pustic Utivities ForTNIGHTLY. . 
stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
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it is not under the editorial supervi- 
sion of, nor does it bear the endorse- 
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One of two duplicate B & W Radiant Boilers for the new 
awha River Plant. Steam capacity is 1,335,000 Ib. per hr. 


with boiler design pressure of 2400 psi; final steam temper- 


ature, 1050 F, with reheat to 1050 F. 


Forging the Future of AMERICA’S POWER 


A monument to faith in America’s future power 
is rising in the Kanawha Valley—where the Kan- 
awha River generating plant of Appalachian Elec- 
tric Power Company will ultimately link a million 
new kilowatts to the massive forge of U.S. produc- 
tion for defense and peace. 

Part of a quarter-billion dollar expansion budget, 
Kanawha will start up with the world’s two largest 
single-boiler generating units—2,670,000 Ib. per hr. 
combined total steam capacity, serving a round-the- 
clock gross generating capability of 434,520 kw . . . 
almost double the present demand of all industrial 
and residential customers in the area it will serve. 

Kanawha’s boilers are big. Their furnaces, of 
the divided-type, will have the highest heat-input 
of any boilers ever built-—1,860,000,000 BTU per 
boiler, per hour . . . and the two boilers will ‘burn 
over a million tons of coal yearly. Boiler design in- 
corporates two of the latest B&W-pioneered fea- 
tures: pressurized furnaces and gas-recirculation . . . 
the latter combined with spray attemperation in the 
superheater to give steam-temperature control over 
a wide range of capacity. 


With their large reheat capacity, high tempera- 
ture-pressure characteristics, and the additional 
efficiencies inherent im pressure-furnace operation 
and recirculation of flue-gases, these units will con- 
tribute much to the expected plant heat-rate of 
9,035 BTU per net kw-hr. ... . probably the lowest 
ever attained. 

Kanawha is a striking testimonial to the fact 
that 67 years of phenomenal improvement in power 
generation have not dulled the industry’s keen 
sense of progress. Courage and far-sightedness of 
our power companies, and their confidence in sup- 
plier organizations, will surely continue to forge 
new links in the chain of, technological develop- 
ment that has made this industry, and the ‘millions 
it serves, a continuing power in America’s greatness 
and strength. 
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s more and more Federal controls 
A and regulations come into exist- 
ence, it is inevitable that sooner or later 
conflicts between these Federal agencies 
will arise. No country is big enough and 
no economy is broad enotigh to prevent 
jurisdictional overlapping as long as gov- 
ernment controls spread and multiply. 


WHILE our American democratic form 
of government has many points of gen- 
ius, it has not demonstrated any particu- 
lar aptitude for resolving conflicts of this 
kind. Congress traditionally likes to 
please everybody; and the executive 
branch does not like to cut down any 
bureaucratic powers if it can be helped. 
The result is a tendency to duplicate and 
superimpose delegations of powers, un- 
til the bureaucratic structure falls of its 
own weight, or an open battle for admin- 
istrative power flares forth. 


THE Hoover Commission for the re- 
organization of executive agencies was 
one comprehensive, over-all attempt to 
cut out the duplications and reshuffle the 
machinery along orderly and efficient 
lines of operation. But the Hoover Com- 
mission was only temporary and its re- 
ports were only advisory. So, many of 
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the conflicts are still with us, for lack of 
a vigorous leadership which would peri- 
odically check the lines of division, and 
crack some heads, if necessary, to avoid 
crossed wires and interagency bickering. 


OnE department of our Federal gov- 
ernment which has been growing, not 
like Topsy, but according to a well-con- 
ceived plan of dominating control, is the 
Interior Department. In years gone by, 
the Interior Department in the United 
States has hardly ranked with the older 
departments in importance. Many east- 
erners, in fact, still think of the Interior 
Department as a custodian of government 
parks, Indian reservations, and other 
odds and ends in the Federal domains 
west of the Mississippi. 


uT if we would look abroad, we could 
find some foreign government ex- 
amples of Interior Department proto- 
types which are very thought provoking. 
In many of the postwar European gov- 
ernments, the Ministry of Interior is the 
most powerful cabinet post of all, from 
the standpoint of domestic economy. It 
is the most coveted portfolio of rival po- 
litical parties. It very often controls the 
police as well as economic controls. 
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% your situation. f 
: Please feel free to’call upon us at- 
| any time. ff F 
- | IRVING TRUST COMPANY 
. ONE WALL STREET~ + NEW YORK 15,N.Y. / KX 
2 / Capital Funds over $118,000,000 _— ~ 
Pd Total Resources over $1,200,000,000 F AI > Tf 7 

| # Wittiam’N. Enstrom, Chairman of the Board YY 4° 

/ Ricnarp H. West, President a YA 
; we / _ Public Utilities Department O aie I, 
/ Tom P. Warker, Vice President in Charge a i 
F MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION / A 
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When a redesigning of your 
financing program is in order 
...here’s a suggestion 


@ To help you with an up-to-date and © 
flexible approach to your financial 
program and the financial community 
... Irving Trust maintains a staff of 4 
experts specializing in service to the® 
public utilities. ma « 
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Our Public Utilities Department, 
sponsor of the Utility Round Tables, 
will be more than glad to contribute 
its broad experience to,’a review of 
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PAGES WITH THE EDITORS (Continued) 


In the United States, our Department 
of Interior has no such important powers. 
But it is coming along pretty rapidly, in 
its own way, just the same. One goal of 
our own Interior Department seems to 
be the rdle of supreme licensing author- 
ity, over all Federal property and natural 
resources. Gas and electric companies al- 
ready have run into this, in attempting 
to build lines across western government 
lands. The Federal Power Commission 
has finally been brought into direct col- 
lision with this movement. 


THE FPC takes the point of view that 
Congress gave it paramount licensing au- 
thority over such matters as hydroelec- 
tric development and the building of in- 
terstate transmission lines and natural 
gas pipelines. Interior thinks otherwise. 
This conflict has now emerged in the 
form of open litigation in the Federal 
courts between Interior and the FPC. 
This, in itself, is a most unusual if not 
unprecedented circumstance. 


THE opening article in this issue is the 
first of a 2-part series outlining the back- 
ground of what is called “The Federal 
Family Fight for Power over Power.” 
The author, Ray TUCKER, is a nationally 
known syndicated newspaper columnist 
whose work appears in numerous dailies 
throughout the United States. 


* * * * 


ICHARD L. ROSENTHAL, whose time- 

ly article on the inequities of retro- 
active taxation in public utilities begins 
on page 275, was born in Manitoba, 
Canada, only thirty-six years ago. But 
since 1946 he has been the president of 
the Citizens Utilities Company and its 
subsidiaries, embracing operating electric 
services in Arizona, Idaho, Vermont, and 
Washington ; gas utility service in Ari- 


zona, Colorado, and Maine; telephone - 


service in Arizona and California; and 
other miscellaneous services as far afield 
as Alaska. He is a graduate (BS, summa 
cum laude) of New York University 
School of Commerce, Finance, and Ac- 
counts. He is also president of the New 
York Water Service Corporation and 
subsidiaries, serving New York state, and 
chairman of the board of the Michigan 
Gas & Electric Company. 
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RICHARD L. ROSENTHAL 


) er article on taxation appearing 

in this issue has to do with the re- 
moval of the discriminatory exemption 
which now exists in favor of public power 
agencies (beginning on page 284). The 
author is RicHArRD H. PETERSON, asso- 
ciate attorney of the Pacific Gas and Elec- 
tric Company. Educated at the Univer- 
sity of California (AB, ’35; LLB, ’40) 
Mr. PETERSON engaged in the general 
practice of law at Los Angeles until 1947, 
with time out for service in the United 
States Navy during World War II. 


* * * * 


F. BRAHENEY, whose article on 
e rural electrification pioneering be- 
gins on page 289, is quite a pioneer him- 
self. He started work for the old Con- 
sumers Power Company as a ledger clerk 
in 1910. This later became the Northern 
States Power Company, which he now 
heads. From 1920 to 1942 he was an 
official of the affiliated Byllesby Engi- 
neering & Management Corporation, 
which later became Public Utility Engi- 
neering & Service Corporation. He re- 
turned to Northern States in 1942 as vice 
president and was elected president in 
1947, 


THE next number of this magazine will 
be out September 13th. 
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with the Remington Rand PRINTING CALCULATOR 


It’s a two-fisted attack against inflation—and a boost for the 
all-important build up of our national defense economy—be- 
cause the Remington Rand Printing Calculator does more 
work in less time—at a lower cost to you. 

See for yourself what short-cut multiplication—automatic 
division—“quick as a flash” addition and subtraction—plus 
printed proof of figure accuracy can do to step up your pro- 
duction. Send for complete details. 


Balanced Performance for Double Duty, Double Value 


Business Machines and Supplies Division 
Room 2190, 315 Fourth Avenue, New York 10, New York 


Please send Free booklet “Balanced Performance”. No obliga- 
tion, of course. 


Name 
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Coming IN THE NEXT ISSUE 


* 
THE UNFAIR PREFERENCE FOR PUBLIC POWER 


Public = commissioners are used to being “caught in the middle” in ad. 
justing contlicts between a utility's legal rights and their consumers’ eco- 
nomic demands. This might be called almost an occupational risk. But there 
is one aspect of utility rate making which, some commissioners are coming 
to feel, is placing an intolerable burden on the regulatory authorities. H. N. 
Beamer, president of the Idaho Public Utilities Commission, gives us a clear 
and critical analysis of the unfair discrimination which the Federal policy 
of preferring public power agencies works on public utility customers all 
— the nation who prefer to be served by tax-paying private enterprise 
utilities. 


CALIFORNIA'S PROGRESS IN PUBLIC UTILITY REGULATION 


California was among the first states to establish full-power regulatory 
commissions to control its railroads and public utilities. But regulation in 
California has come a long way since the commission was constitutionally 
established as the result of a "reform movement" by the late U. S. Senator 
Hiram W. Johnson, then governor of the state. R. E. Mittelstaedt, president 
of the California commission, has written an informative and thoughtful 
account of what commission regulation has accomplished in California 
through the years, especially since the end of World War Il. 


THE FEDERAL FAMILY FIGHT FOR POWER OVER POWER. PART II. 


The nationally syndicated newspaper columnist, Ray Tucker, gives us the 
second part of his 2-part analysis of the policy clash between the Interior 
Department and the Federal Power Commission. The primary question is: 
Which agency shall control the licensing authority over electric power? 
But the potentialities of the struggle go much further. The second instal- 
ment of Mr. Tucker's article explains the pending litigation between these 
two Federal agencies in the Federal courts and comments on the potential 
outcome. 


UTILITY REGULATION FOR NUCLEAR ENERGY? 


Atomic energy development is coming along at a great rate in both its 
military and peace-serving functions. We hear of the very definite promise 
of atomic driven ships, submarines, airplanes, and electric power genera- 
tors. But no such rush towards perfection has been observed in the ona 
field of regulation of atomic energy. John P. Callahan of The New Yor 
— staff has explored the reasons for this lag and what can be done 
about it. 


* 


A | SO... Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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How long 


A SHIP may be 200 or 300 feet long. 


On the other hand, if you’re thinking of the 
Queen Elizabeth, the correct answer would 
be 987 feet. 


Ships come in all sizes. Customers’ bills are 
like that, too. They vary in size. 


Intelligent analysis 


That’s why in planning rate or promotional 
programs, it’s so helpful to have a proper 
analysis of your customers’ bills to know 
just how the bills fall into various kilowatt- 
usage categories. 


The Recording and Statistical Corporation 
can prepare such statistics for you in short 
order. Its specially developed Bill Frequency 
Analyzer processes as many as 200,000 
bills a day, and the cost to you for such serv- 
ice is far less than you’d think . . . less than 
it would cost if it were done by efficient clerks 
in your own offices. 


May we send you an informative booklet, 
“The One Step Method of Bill Analysis,” 
that shows how this remarkable service can 
save you money in the months just ahead? 
Just drop a note to us. 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step! 





RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


Roscoe PounD 
Dean, Harvard Universtty 
Law School. 


GEORGE E, STRINGFELLOW 
Vice president, Thomas 
A. Edison, Inc. 


LinpsAy C, WARREN 
Comptroller General of the 
United States. 


DecHarp A, HuLcy 


President, Chamber of Commerce 


of the United States. 


M. S. RUKEYSER 
Columnist. 


Joun M. Hancock 


Industrial banker, New York city. 


RALPH H. ButTTon 
Chairman, taxation committee, 
National Retail Dry Goods 
Association, 


EpitorRI1AL STATEMENT 
The Saturday Evening Post. 
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I don’t think this country has any business today in 
talking about corruption in the government of any other 
country.” 


* 


“Waste means high taxes. High taxes destroy incen- 
tives; high taxes produce Socialism; and Socialism pro- 
duces Communism.” 


> 


“From where I sit, I have a wonderful chance to see 
government at its best, its worst, and its indifferent; 
sometimes I am terribly disillusioned.” 


* 


“When government sprawls all over the periphery, it 
becomes too big to watch, too big to control. Abuse of 
power and position are a natural corollary.” 


> 


“Whether or not they follow the Marxian philosophy, 
bureaucrats who spend an undue ratio of the people’s sub- 
stance are in effect foes of liberty and free choice.” 


“T have not heard of anyone, in Washington or outside 
of it, who does not believe that government is profligate 
in its wastefulness; Operational expenses of the govern- 
ment could be cut at a minimum by 25 per cent, but all 
we get is a little sandpapering.” 


* 


“While entrenched bureaucracy will bitterly oppose a 
reduction (in nonessential expenditures) . . . such op- 
position should be met with a keen determination to place 
nonessential government expenditures on a level we can 
afford under present circumstances.” 


> 


“Washington wants the states and cities to go to a com- 
mittee of investment bankers to get approval whenever 
they think of borrowing one million dollars or more. But 
who in Washington gets the approval of bankers when it’s 
a question of borrowing a million or even a billion? 
Washington needs a big slug of its own medicine before 
it’s in a position to prescribe for others.” 
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VAPORATORS 
r 
JEMINERALIZERS 


COCHRANE PRESENTS SOME INTERESTING DATA FOR 
THE OPERATORS OF PUBLIC UTILITY BOILER PLANTS 


The adoption by a number of 
ntral power plants, of Demineral- 
ers for treatment of boiler feed- 
ater in place of evaporators, has 
aroused great interest on the part 
of utility operators everywhere. 
hrane Corporation has made 
a study of the subject and has 
ome interesting facts which will 
bear examination. 


ADVANTAGES OF 
DEMINERALIZING: 


1. Full makeup supply avail- 
able continuously. With 
evaporators the available 
capacity varies with the turbine 
load. Demineralizers can pro- 
duce full desired makeup capac- 
ity irrespective of turbine load. 


. Greater economy in overall 
station efficiency with De- 
mineralizers because no heat 
is used in producing demineral- 
ized water and no loss of power 
suffered by degradation of 
steam. 


3. Better quality makeup water. 
mineralized water has higher 
pH values than distilled water 
produced from an evaporator 
with CO, present in the vapor. 
Carry-over problem, common 
to evaporators, is eliminated. 
Total solids of actual demin- 
eralized water lower than 
usual actual distilled water. 


4. Lower maintenance costs. 


Corrosion in vapor and dis- 
tillate lines avoided by 
Demineralizing. 


. Lower labor costs. Deminer- 


alizers can be made automatic. 


. Greater flexibility of heat 


balance. Frequently the heat 
balance must be changed due 
to increasing steam demands 
on plant. Evaporators inter- 
fere with such drastic heat 


balance changes. Demineral- 
izers permit greatest flexibility. 


Write for these papers: 


Experiences with Silica 
Removal Demineralizers.— 
Paper presented Midwest 
Power Conference, April, 1951. 
Evaporation vs. Demineraliz- 
ing and Silica Removal. A 
discussion at Engineering 
Society of Western Penna., 
October, 1950. 





REMARKABLE REMARKS—( Continued) 


Rocer M. BLoucH 
Executive vice president, 
United States Steel Company. 


DoNALD R. RICHBERG 
Attorney. 


Excerpt from press release, 
Chamber of Commerce of the 
United States. 


CHARLES E, IpE 


President, Toledo Edison Company. 


BENJAMIN F, Fair_ess 
President, United States Steel 
Company. 


A. Wuitney GriswoLp 
President, Yale University. 
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“The duly constituted policy makers of the nation have 
developed an idea... that the nearer you can bring Amerj- 
can business to the profit starvation point in a period of 
national emergency, the more effective will be the nation’s ™ 
productive effort and its production results.” 


¥ 


“Our socializers today are at least wise enough to per- 
mit substantial profits to be made by American business, 
because, although profit making is noisily denounced as 
the evil product of predatory business, it is the essential 
source of revenue with which to maintain the political 
power of the socializers.” 


> 


“The chamber believes that the Supreme Court’s doc- 
trine of Federal paramount rights [as to tideland oil prop- 
erties], because of needs for national defense, is a danger- 
ous one that might some day be applied by the Federal 
government to inland property or natural resources in 
spite of present disclaimers by Federal officials.” 


¥ 


“Whenever you talk about the .. . [electric power busi- 
ness] you’re talking about growth. Since electricity is the 
most versatile basic commodity, new uses are constantly 
being discovered for it. Since it continues to be cheap 
and dependable, more and more of it is used in the con- 
ventional ways. Thus the electric power industry grows 
constantly in both size and importance as a part of Ameri- 
can life.” 


> 


“The great civilizations of the past have risen in nation 
after nation to a pinnacle of glory, and have crumbled 
away again into the dust. They were not destroyed from 
without, by an atomic bomb. They were destroyed mostly 
from within, by decay and rot and greed and infamy. 
Today, in America we have achieved the greatest of all 
these civilizations; and yet most of us are so afraid that 
someone is going to drop an atom bomb on our heads that 
we do not even notice how the foundations of that civi- 
lization are beginning to crack beneath our feet.” 


> 


“We have not resigned from the human race. Neither 
science nor all the deterministic doctrine inspired by them 
nor the despotisms that have tried to force that doctrine 
upon mankind, have succeeded in producing a world that 
can function without our individual powers of reason, 
imagination, and conscience ... There is no dialectical or 
technological substitute for the creative individual ... 
This is also the truth that the founders of this Republic 
perceived and Jefferson proclaimed when he said that 
morality, compassion, and generosity were innate elements 
of the human constitution, capable of cultivation in in- 
dividuals, and capable of transmission to society through 
individuals.” 
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Little blocks, say 2’’ x 4’’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steed 
in lengths up to 25'. 


Q-Panels, 3" in depth with 1%" af incombusti« 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wa. 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectura} 
expression. 





H. H. ROBERTSON CO., PITTSBURGH, PA. 


‘armers Bank By =) ie ces in rine es 
ecw: QOD sce 


This page is reserved wnder the MSA PLAN (Manufacturers Service Agreement) 











Public Utilities Fortnightly August 30, 195) 


a 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





0, 1951 August 30, 1951 Public Utilities Fortnightly 


—— ae 


HENNEPIN STATION 


ILLINOIS POWER COMPANY 





The C-E Unit illustrated here is now in process of fabrication for 
the Hennepin Station of the Illinois Power Company at La Salle, 


Illinois. 





The unit is designed to serve a 75,000-kw turbine-generator operat- 
ing at a throttle pressure of 1450 psi with a primary steam tempera- 
ture of 1000 F reheated to 1000 F. 


This steam generator is of the radiant type with a reheater section 
located between the primary and secondary superheater surface. A 
finned tube economizer section is located below the rear superheater 


section, and a tubular type air heater follows the economizer. 


The furnace is fully water cooled, using closely spaced plain tubes. 
It is of the basket-bottom type, discharging to a sluicing ash hopper. 


Pulverized coal firing is employed, using bowl mills and tilting 


tangential burners. B-499A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16, N 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





® + 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 





70 PINE STREET, NEW YORK 5, NEW YORK 
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how to plan 


rate structures that attract 


new capital 





ree THE PROBLEM: 








To provide adequate earnings in the face: of | 


@ increased operating expenses Fx 


@ growing plant investments with higher new . 
money costs 


expanding and d changing leads 











THE SOLUTION: LET EBASCO ‘HELP ‘YOU. 


MAKE SOUND PLANS 


L Its Sot iitendin ate 
are backed by 40 years of 
. operating and eqnenieinee : 

ee INCORPORATED 


xs 3 7 Sk ‘ co 
2. ‘Its ROE potas .: TWO RECTOR STREET ©” rie "TaD, 


_. °, ticable and workable.” = sg ; ery, ee ‘ ; 
[oo Ser aera =: iyiaces” a3 BASCOny 
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° Appraisal » Budget . Business Studies - Consulting Engineering © Design & Construction . Financial » Industrial Relations » 
laspection & Expediting . insurance & Pensions . Purchasing » Rates & Pricing « Research . Sales & Marketing « Systems & Methods’. Taxes « Traffié 
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FIRE TRAVELS FAST through unclosed 
or poorly protected doorways, windows, 
corridors or other openings, where flame- 
carrying drafts can quickly spread disaster. 
Block fire at these danger zones with Kin- 
near Rolling Fire Doors! 

You get positive, automatic, dependable 
fire protection at any opening with these 
famous Akbar Fire Doors. They're pushed 
downward by a strong spring . . . con- 
trolled in downward speed by a special 
safety device . . . and operable after auto- 
matic closure, for emergency use. The 
doors remain coiled out of the way over- 
head when not in use, but lower into place 


INNEAR 


with speed and efficiency when fire threat- 
ens. They cut off drafts, confining fire to 
small areas. Approved and labeled by 
Underwriters’ Laboratories, they have 
saved as much as one-third of their Cost 
annually, in reduced insurance rates. Built 
to fit openings of any size. Write for 
complete information. 


Kinnear Rolling Fire Doors can also be 
equipped for daily service use, with or 
without motor operation. But the regular 
(non-labeled) Kinnear Rolling Doors are 
preferred for service use where extra fire 
protection is not required. 


The KINNEAR MFG. CO. 
2060-80 Fields Avenue, Columbus 16, Ohio 


1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in All Principal Cities 


——e 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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From interpretation to installation . . , 





GRINNELL PREFABRICATED PIPING 


assures greater customer satisfaction through 


; 
The bending operation illustrated above is an example 
of Grinnell QUALITY CONTROL in action... 
The tubing shown is made from a chromium alloy 
steel forging, turned and bored. Outside diameter is 
14% inches; wall thickness 244 inches. Temperatures 
of the tubing within the bending furnace were main- 
tained and controlled within 20°F of specified tem- 
peratures. Bending was done with such skill and 
rapidity as to permit a temperature drop of only 
100°F at the inside surface of the tubing. Maximum 
thinning was only .06 inch. 
Designed for a central station power plant to accommo- 
date 1500 PSI and 1050°F, this is typical of Grinnell’s 
engineering knowledge which assures prefabricated 
Piping of the right kind — for all types of installations 
no matter how complex. 


GRINNELL 


WHENEVER PIPING IS INVOLVED 


its five-point program of 








QUALITY CONTROL is the result of Grinnell’s 
100 years of practical experience in the field 
of piping. Delivery of prefabricated piping 
sub-assemblies to exacting engineering re- 
quirements which meet all governing code 
requirements is assured by Grinnell Quality 
Control, which includes: 

© Interpretative engineering 

© Metallurgical research 

© Specialized facilities 

®@ Skilled personnel 

®@ Rigid inspection 


ECONOMY of specifying Grinnell prefabri- 
cating piping results from: 
®@ One source for design, interpreta- 
tion and fabrication 


® Coordination of shop production 
under ideal conditions 

®@ Elimination of. waste by paying 
only for finished material delivered 

® Reduction in field erection time 


Write for the booklet, 


. Grinnell Prefabricated Piping. 
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Grinnell Company Inc., Providence, Rhode Island * Sales Offices and Worehouses in Principol Cities 
pipe and tube fittings * welding fittings © engineered pipe hangers and supports © Thermolier unit heoters * volves 
Grinnell-Saunders diaphragm valves * pipe * prefabricated piping * plumbing and heating speciclties * water works supplies 
industrial supplies © Grinnell automatic sprinkler fire protection systems * Amco humidification and cooling systems 
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Power plants of Commonwealth design are engineered to keep invest- 
ment at a minimum and operating efficiency high by close coordina- 
tion of structural, mechanical and electrical design. 

Over 40 years of experience in the technical needs of public utilities 
gives Commonwealth the ability and know-how to assure efficient, 
economical service for today’s expansion programs. Commonwealth 
engineers are now engaged on plant addition programs totalling 
about $90,000,000. 


Let us show you how our consulting and design services may contribute to your economy and 
efficiency of operations. Write for our booklet describing the services of Commonwealth Asso- 
ciates. Address: Commonwealth Services Inc., Department E5, 20 Pine Street, New York 5,N.Y. 


INVESTIGATIONS * REPORTS * FINANCING * ACCOUNTING * SYSTEMS © TAXES © INSURANCE 
PENSIONS * RATES © DEPRECIATION * VALUATIONS © DESIGN AND “CONSULTING ENGINEERING 
METERING © PURCHASING * INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 


1 Cities 20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 
a 7 HAYES STREET JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, D.C. 
aie DIAL 8121 STERLING 3363 


beets ABILITY+ EXPERIENCE * RESOURCEFULNESS © RESULTS 
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Payrolls computed in minutes... . 
bills calculated with the speed of 
light . . . complex engineering prob- 
lems solved faster than the problems 
can be stated. 

This is only a sample of the power 
put in your hands by the pluggable 
IBM Electronic Tube Assembly, the 
heart of the IBM Electronic Calcu- 
lator. Here is power to do simple 
and complex calculation without the 
need for supervision of step-by-step 
operation . . . power to free men’s 
minds from the burden of detail 
computation and to eliminate fre- 
quent human error. 





INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22,N.Y. 

















© BRASS SEAT 
© GROUND JOINT 


@ ALL THREADS 
TAPERED 


of uniform 
compliance with the rigid 
requirements of the 


UNDERWRITERS’ 
LABORATORIES 


@ Listed by Underwriters’ Laboratories for use with all piping applicstions, 
including hazardous liquids, up fo 250# Steam Pressure. 


@ larger sizes are all forged-steel} smaller sizes machined from solid 
bar steel. High tensile strength — no sand holes. ; 


@ Compare Capitol Unions with any other union. Check workman-* 
ship, dimensions, weight, or tinish; perform any test — 
their pressure rating — then, compare prices. 


@ Packaged in convenient Larra with each arton. ¢ 
the U.L. Seal 


re Stee cm MEG. & SUPPLY CO. 
COLUMBUS, OHIO 








“OUPLINGS -—— NIPPLES —— UNIONS — RADIANT HEAT FITTINGS 
FURNACE COILS — WELL SUPPLIES — STEEL PIPE FITTINGS 
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THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY- 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED 


WHY CONSIDER LESS WHEN YOU CAN GET SO MUCH MORE 


WRITE FOR COMPLETE CATALOG 


THE MERCOID CORPORATION * 4201 BELMONT AV.,CHICAGO 41. ILL 


MANUFACTURERS OF AUTOMATIC CONTROLS FOR HOME 
COMFORT AND VARIOUS INDUSTRIAL REQUIREMENTS 
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With extensive damage in a 
critical wing area, this fighter 
interceptor returned safely to its 


Korean base. 


WILL RIDE LIKE THIS 


One of 30 street service bodies | 
operated by Washington Gas Liaht 
Company. 


TOUGH, LIGHTWEIGHT, ALL ALUMINUM 


THOMPSON 


UTILITY BODIES 


BUILT FOR MANY YEARS OF DEPENDABLE SERVICE 
UNDER RUGGED OPERATING CONDITIONS 




















While supplies of Aluminum and Steel Bodies are limited 
Place a few THOMPSON units in your service 
Compare their operating costs with your steel units 
Let FACTS decide your future Policy 


THOMPSON TRAILER CORP. 
PIKESVILLE, MARYLAND 
(1 Have Representative Call 
[] Send Full Information 


THOMPSON 
TRAILER 
CORP. 


Pikesville, Maryland 
Telephone: Pikesville 130 


Company Name 


Attention 





30 


Public Utilities Fortnightly 


August 30, 195 








"Our new International 1-192 just played with the load!" 





* 





J aa, 


This International L-192 with special utility body and winch recently went to work for 


People’s Gas & Electric Co., Mason City, lowa. Vehicle weight empty—15,000 pounds. 


Wheelbase —175"’. 


When the driver of a new truck says: “It just 
played with the load,” that statement means 
something. 

In the case of this new International L-192, 
it meant “playing” with several 55-foot tele- 
phone poles and 4 heavy transformers the first 
day the truck was on the job. That’s the kind 
of right-for-the-job truck performance you can 
expect from every International . . . whether 
it’s the smallest pick-up or the biggest model 
in the line. 

Here’s why: 
1. Internationals are heavy-duty engineered 
to give you true truck stamina that keeps ’em 


running stronger, longer and at lower cost... 
no matter what job they have to do! 


2. Internationals have the COMFO-VISION CAB 
—the roomiest on the road! Deep-cushioned 
seats, controlled heat and ventilation, plus 
perfect visibility through that big, one-piece 
Sweepsight windshield make this cab a driv- 
er’s dream come true. 


5-Speed transmission. Single-speed rear axle; Ratio—7.16 to 1. 


3. Internationals have a new valve-in-head 
engine —an outstanding engineering advance- 
ment proved and perfected in the world’s 
largest all-truck engine plant to give you effi- 
cient balance of power, speed and economy. 
4. Internationals are the world’s most com- 
plete line of trucks, with 87 basic models and 
thousands of specialized variations, with Gross 
Vehicle Weights varying from 4,200 pounds 
all the way up to 90,000 pounds. 
5. Internationals can be speedily serviced, 
because the International Truck you buy is 
backed by the world’s largest, most complete, 
best equipped exclusive truck servicing sys- 
tem. 

For the complete story see your nearest 
International Truck Dealer or Branch soon. 


International Harvester Company * Chicago 


International Harvester Builds 
McCormick Farm Equipment and Farmall Tractors 
Motor Trucks . . . Industrial Power 
Refrigerators and Freezers 


INTERNATIONAL <> TRUCKS 


Heavy-duty engineered for the long haul 
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SOUND ENGINEERING /. 











By consistently providing values that go beyond speci- 
fications, Springfield Boiler Co. has earned for itself the 
reputation of building steam generating units that /ast longer, 
stay modern longer! One of these values is the soundness of 
engineering underlying Springfield designs. Long a leader in 
developing and pioneering some of the most outstanding 
advances in boiler design, Springfield engineering is balanced 
by a sense of responsibility that has come from a vast 
background of experience and more than sixty years of 
specialization in the boiler field. Take advantage of the 








work for engineering skill Springfield offers! We will be glad to submit 
tet. a proposal covering your requirements. 
-head 
yance- 
orld’s AY 
u effi- . NY ANY 
my. 4 AWAY 
a AA _ SPRINGFIELD 
ls and AN « 
“or aS \, BOILER CO. 
1960 E. Capitol Ave., Springfield, Ill. 
— | Designers, Fabricators 
plete, and Erectors of 
g Sys BENT TUBE BOILERS 
a @ STRAIGHT TUBE BOILERS 

poem ' | = SUPERHEATERS 


soon. 


DESUPERHEATERS 


o SS a AIR HEATERS 
: ae ECONOMIZERS 
WATERWALLS 
COMPLETE STEAM 
GENERATING UNITS 
e 


SPECIALIZING IN STEAM GENERATING EQUIPMENT SINCE 1890 
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Particularly in motors, deaerating 
water heaters, generators, and turbines, | 
engineers, backed by boldly successful engineg 
research, have set the pace in design and perform 
standards. In the field of power generation, 
engineering is accepted as an established EI 
characteristic. 


ELLIOTT COMPA 
JEANNETTE, PA. 


Plants at: JEANNETTE, PA. * RIDGWAY, PA. © AMPERE 
SPRINGFIELD, O. * NEWARK, N. J. 


DISTRICT OFFICES IN PRINCIPAL Cl 
PRODUCTS: TURBINE-GENERATORS * DEAERATING HEATERS © GENE 
FOR DIESELS, ETC. © TURBOCHARGERS FOR DIESELS *  STRAINE 
CENTRIFUGAL BLOWERS ° CONDENSERS ° MECHANICAL 
TURBINES ©* STEAM JET EJECTORS © TUBE CLEANERS * 


st se tse j 
, 
i Te ; 
; ae ae 











4 ENTUp, 


790! 


Pee a 














ne | . 
Gitilities Almanack 


ze eee 2 























aerating 
bines, EF! 
il engines 
d perform : 

¥ American Water Works Association, New York Section, will hold annual meeting, 


Pration, s Whiteface, N. Y., Sept. 13, 14, 1951. 
lished EI 





Q Illuminating Engineering Society ends national technical conference, Washington, 
ae 











Ze SEPTEMBER 9 





+ A q Northern California yy? seen begins annual exposition, Civic Audi- 7 
torium, San Francisco, Cal., @ 





. © AMPE { Midwest gas school and conference will be held, Iowa State College, Ames, Iowa, 
J. Sept. 13, 14, 1951. 


PAL Cl 
RS 6° «GENE 4 International Association of Electrical peeportone, Southwestern Section, will hold 
© —STRAINE meeting, Long Beach, Cal., Sept. 13—15, 19 

MECHANI 
NERS * 








@ Pacific Coast Gas Association begins annual convention, San Francisco, Cal., 1951. 








1 American Water Works Association, Kentucky-Tennessee Section, will hold annual 
meeting, Louisville, Ky., Sept. 17-19, 1951. 








1 Segten Bar Association will hold annual meeting, New York, N. Y., Sept. 17-21, 





{ New Jersey Gas Association begins one-day annual meeting, Spring Lake, N. J., 1951. 





4 Maryland Utilities Association ends 2-day fall conference, Virginia Beach, z 
Va., 1951. 





q Rocky Mountain Electrical League begins fall convention, Santa Fe, N. M., 1951. 








{ Southern Gas Association, Distribution and Transmission Section, begins joint regional 
conference on maintenance of automotive and mechanical equipment, Dallas, Tex., 1951. 











q Edison Pye Institute, Commercial Cooking Committee, ends 2-day meeting New 
York, N. Y., 1951. 








1 Men tsi Independent Telephone Association begins annual convention, Lansing, 
ic 
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Acme Photo 


Shasta Dam Formally Opens 


The world’s second largest dam, operated by Reclamation Bureau, opened its gates August Ist. 
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The Federal Family Fight 


For Power over Power 


PART I 


A forthright discussion of the policy clash between the Interior 

Department and the Federal Power Commission which has 

burst into open litigation. The primary question is which agency 

shall control the licensing authority over electric power. But 
the potentialities of the struggle go much further. 


By RAY TUCKER* 


HE future development of the 
water-power resources of the 


United States will become a Fed- 
eral monopoly under jurisdiction of 
the liberally minded national planners 
of the Department of the Interior, if 
Secretary Oscar Chapman wins the 
open and violent attack he has directed 
against the historic licensing authority 
of the Federal Power Commission in 
the courts and Congress. 


*For personal note, see “Pages with the 
Editors.” 
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Their dispute, which will bring them 
as avowed adverse litigants before the 
U. S. Court of Appeals for the Fourth 
Circuit at Richmond, Virginia, on 
September 4th, constitutes an almost 
unprecedented legal and jurisdictional 
controversy between two Federal 
agencies. It is one which may well af- 
fect every large and small industry, 
and possibly retail enterprises having 
operations covered by the interstate 
commerce or general welfare clauses 
of the Constitution. 
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Although water power happens to 
be the immediate cause of the FPC- 
Interior squabble, the broad, legal 
question at issue involves potential 
Federal government licensing author- 
ity over every activity, including vast 
hydroelectric systems, general indus- 
try, and even chain stores operating 
across state lines, if the Chapman the- 
ory is upheld in the courts. So far, 
he has been defeated when minor 
phases of his aggressive program were 
subjected to judicial test. 

Judicial approval of the Chapman 
philosophy on water-power develop- 
ment, in view of its implications, 
would enable Washington to direct, 
supervise, and even construct fac- 
tories, as President Truman proposed 
with respect to steel and aluminum in 
his 1949 inaugural message. It would 
subject to Federal consideration and 
decision such everyday, routine ques- 
tions as the kinds and amounts of 
goods to be produced, the prices to be 
charged, and the markets to be given 
preferential service. All these possi- 
bilities are inherent in the Chapman 
attempt to expand Federal authority 
beyond boundaries presently estab- 
lished by legislative or judicial man- 
date. 


it may be both significant and pro- 
phetic that Secretary Chapman did 
not begin his attack on FPC’s author- 
ity and jurisdiction until after Presi- 
dent Truman’s election in 1948. The 
controversial applications had been 
tentatively approved by FPC in the 
early fall of 1948 without provoking 
any protest from Interior. 

Several reasons account for Mr. 
Chapman’s disinterest during this pe- 
riod. He was Mr. Truman’s political 


AUG. 30, 1951 


advance agent in the states beyond the 
Rockies, where water and power are 
a bread-and-butter, ballot-box issue 
with the voters. He was, perhaps, too 
preoccupied with such activity (in 
which he engaged with success and 
ability) to concern himself with such 
complicated and ambitious departmen- 
tal plans. Moreover, there was at that 
time a serious question as to who 
would win the election and who would 
be Secretary of Interior after 1948. 
With the election won, however, 
Chapman tackled the program with 
gusto. 

Mr. Truman’s attitude is still in 
doubt, although presumably favorable 
to the Chapman viewpoint. He has 
kept out of the major squabbles. He 
did swing around to back Mr. Chap- 
man in the relatively minor Idaho 
dispute. 


lg should be noted at the outset that 
this disagreement between FPC 
and Interior is not a fight between pri- 
vate and public power, although Sec- 
retary Chapman chooses to depict it 
in controversial terms. As the FPC 
counsel in all this litigation points out 
in briefs and oral arguments, a Chap- 
man triumph would mean that all pub- 
lic as well as private power enterprises 
dependent on water for energy, would 
fall under Interior jurisdiction. All 
would be subject to remote, bureat- 
cratic control from Washington, not 
only with respect to the generation, 
distribution, and marketing of power, 
but also as to items of cost, rates, valu- 
ation, depreciation allowances, etc. 
This is not the conclusion of reac- 
tionary or politically hostile critics. It 
is the opinion voiced by FPC lawyers 
in battling Interior’s legal staff on the 
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THE FEDERAL FAMILY FIGHT FOR POWER OVER POWER 


three projects which form the basis of 
their current controversy: (1) the 
right of the Idaho Power Company 
to build transmission lines across pub- 
lic lands on its own terms rather than 
Interior’s; (2) the Virginia Electric 
& Power Company’s application for a 
license for a hydroelectric plant on the 
Roanoke river in North Carolina; and 
(3) the request of the Pacific Gas and 
Electric Company for a license to 
build a single-purpose power plant on 
the Kings river in California. 

Before discussing the economic, en- 
gineering, and legal aspects of these 
controversies in detail, it may be worth 
while to examine the larger aspects 
of the Chapman aggression against 
FPC—the constitutional, political, 
legislative, and even ideological. 

In opposing Interior’s encroach- 
ment, the Federal Power Commission 
may well be fighting for its existence. 
If the Secretary of Interior wins the 
Roanoke river and Kings river con- 
tests, he will have stripped FPC of its 
authority so thoroughly that it might 
as well close shop and go out of busi- 
ness. Although it was created specifi- 
cally by Congress as the responsible 
Federal agency to supervise develop- 
ment of our national water-power re- 
sources, in an orderly and businesslike 
manner, without prejudice for or 
against private or public interests in 
the process, the FPC would become, at 


best, a mere routine administrator of 
procedural details, carrying out poli- 
cies formulated elsewhere. The Inte- 
rior could decide, essentially, who 
could or could not have a license. The 
FPC would merely hand them out or 
withhold them, as directed by Interior. 


HE controversy has reached such 

an acrimonious stage that FPC 
lawyers disparage Interior’s conten- 
tions in language rarely heard—pub- 
licly, that is. FPC lawyers speak of 
Secretary Chapman’s “dog-in-the- 
manger attitude,” although they em- 
ploy legal, rather than Aesop’s Fable 
language. They base this charge on the 
admitted fact that, although Mr. Chap- 
man has no funds or congressional 
authorization for the two river proj- 
ects, he seeks to prevent FPC, and cer- 
tain private and public interests, from 
giving immediate service to needy 
customers at a time when the rearma- 
ment program and “cold war” demand 
full mobilization of all our natural re- 
sources. 

Indeed, pending final court deci- 
sions on these three-year-old disputes, 
many private companies, municipali- 
ties, and other public bodies have de- 
ferred construction of generating 
plants and transmission lines which 
could have been in operation today. 

A resourceful individual, although 
it is generally known that several radi- 


e 


the United States will become a Federal monopoly under 


q “THE future development of the water-power resources of 


jurisdiction of the liberally minded national planners of 
the Department of the Interior, if Secretary Oscar Chap- 
man wins the open and violent attack he has directed against 
the historic licensing authority of the Federal Power Cor om- 
mission in the courts and Congress.” 
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cally minded members of his legal 
staff are urging him on, Secretary 
Chapman hints belatedly that he will 
resort to a generally unused weapon 
for extending Federal authority into 
fields other than water power and nat- 
ural resources, if the courts do not 
sustain him in his litigation with FPC. 
He has not as yet relied on this inter- 
pretation of the Constitution in any of 
these three cases. 

However, ina June 4, 1951, address 
before the Federal Bar Association at 
Chicago that did not attract the notice 
it deserves, the Cabinet member de- 
clared that the Supreme Court’s deci- 
sion in the little known Gerlach Case 
had opened new vistas and visions for 
extending Federal power under the 
“general welfare” rather than the 
“commerce” clause of the Constitu- 
tion. 

The commerce clause, according to 
Mr. Chapman’s analysis of the Ger- 
lach decision, once marked the bound- 
ary of Federal control over seeming- 
ly non-Federal activities, agencies, and 
resources. Frequently, he noted, the 
Supreme Court has had to stretch and 
strain the commerce provision in or- 
der to justify its findings for great 
corporations during conservative eras 
(McKinley, Taft, Harding, Coolidge, 
Hoover), and for New Deal-Fair Deal 
reforms during the Roosevelt-Tru- 
man period. 


No according to the Secretary of 
the Interior—and he insists that 
his conclusion is warranted by Justice 
Jackson’s obiter dicta in the Gerlach 
Case—the general welfare rather than 
the commerce clause fixes the bound- 
ary of Federal authority in water- 
power development, and perhaps in 
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other fields. Moreover, it extends the 
border line farther than Washington’s 
“brain’s trust” and Federal planners 
ever dared to anticipate. It also pre- 
scribes, in Mr. Chapman’s mind, more 
definite and stricter prohibitions 
against private interests, especially 
water-power groups, when their plans 
collide with the government’s. Mr. 
Chapman derived special satisfaction, 
he told his audience, because he be- 
lieves that he now has more powerful 
weapons for combating what he calls 
“abuses by the selfish interests.” 
Should our present “liberal” U. S. 
Supreme Court go along with this 
philosophy in other fields, besides 
water power and natural resources, 
there may be no way to define the 
limit of Chapman-inspired authority 
in every recess of human activity. 
President Truman’s 1949 threat to 
expand steel and aluminum facilities 
with Federal funds in time of peace, 
for instance, was immediately assailed 
as unconstitutional, and he has not re- 
newed it. But the government could 
build a steel or any other kind of fac- 
tory under the Chapman interpreta- 
tion of the Gerlach decision, if it could 
be demonstrated that the expansion 
was essential to the general welfare. 


a. Gerlach litigation involved a 
livestock company of that name 
which used to feed its cattle on the 
banks of the San Joaquin river, a fre- 
quently flooded stream. When con- 
struction of the Friant dam in the Cen- 
tral Valley project checked the over- 
flow and killed pasturage, the firm sued 
for riparian rights damages. It was 
awarded compensation in both the 
court of claims and the Supreme Court. 

A principal government contention 
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The FPC Fights for Survival 


a 

sion may well be fighting for 
Interior wins the Roanoke river and 
stripped FPC of its authority so tho 


N opposing Interior's encroachment, the Federal Power Commis- 


its existence. If the Secretary of 
Kings river contests, he will have 
roughly that it might as well close 


shop and go out of business.” 





was that the obstructing dam had been 
built under the commerce clause, 
which permits Uncle Sam to regulate 
the flow of rivers in order to improve 
navigation, control floods, and pro- 
vide water for reclamation storage. 
awe the Supreme Court held 

against Interior on the question 
of compensation, Justice Jackson’s 
opinion gave Secretary Chapman the 
inspiration for his new argument 
against FPC. Justice Jackson rejected 
the government lawyers’ invocation of 
the commerce clause as a reason for 
denying compensation. Then, after re- 
ferring to the Social Security and 
AAA decisions, he continued : 

Thus the power of Congress to pro- 
mote the general welfare through 
large-scale projects for reclamation, 
Irrigation, or other internal improve- 
ments, is now as clear and ample as 


its power to accomplish the same re- 
sults indirectly through resort to the 
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strained interpretation of the power 
over navigation. (Italics supplied.) 


Even the imaginative Mr. Chapman 
is none too certain of the implications 
of this decision. But in his Chicago 
address before the Federal Bar Asso- 
ciation, which is composed mainly of 
government lawyers, he was extreme- 
ly optimistic. In effect, he interpreted 
it as justification for his attack on 
FPC’s authority. He also hinted that 
it furnished the basis for renewal of 
the aggression in Congress or in the 
courts, if he loses his present battle. 

Secretary Chapman was certain 
that the decision “put a new constitu- 
tional foundation under our program 
of conservation and development of 
water resources.” He said that “we 
seem to have found new constitutional 
bearings in the field of water resources 
development.” 

“Moreover,” he went on, “‘the con- 
stitutional principle which the Su- 
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preme Court found in the Gerlach 
Case takes us far beyond the vision 
heretofore given us. How far, I do 
not venture to say.” 

Instead of being restricted to devel- 
opment of “navigable streams” under 
the commerce limitation as that has 
applied in the past, Mr. Chapman now 
asserts that the government has a pri- 
mary interest in, to use his own words, 
“any commercially valuable, interstate 
stream.” There are those who think 
this could include any interstate river 
with edible and salable fish in it! 


iu may be significant that, although 
this decision was handed down in 
June of 1950, Mr. Chapman made no 
mention of its possible bearing on his 
dispute with FPC until his Chicago 
address in June of this year. Although 
he had plenty of opportunity to do so, 
he did not cite the Gerlach ruling in 
support of his contention either at 
FPC hearings or in his request for a 
judicial review at Richmond. The sup- 
position is that, if defeated in his possi- 
bly strained interpretation of the 
laws governing the Roanoke river and 
Kings river litigation, he may fall 
back on the Jackson decision on appeal 
or before Congress. 

A factual summary of the Interior- 
FPC controversy in the three cases 
mentioned earlier shows how deter- 
mined Secretary Chapman is to dis- 
place the rival agency as Federal 
steward of water-power development. 
It also outlines the strategy which cer- 
tain national planners hope to pursue 
in attaining this object, and, perhaps, 
in gaining similar control over other as 
yet unthreatened industries. 

The Idaho controversy, which was 
the first to raise the question of “para- 
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mount” authority between FPC and 
Interior, began in 1947, when the 
Idaho Power Company asked FPC for 
a license to construct a hydroelectric 
plant at Bliss, Idaho, and to build 
transmission lines from there to Boise 
and American Falls. According to all 
testimony—and this was four years 
ago — the facilities were needed 
urgently to serve residential, farm, 
commercial, industrial, municipal, and 
other public consumers in Snake river 
valley in south-central Idaho. 

FPC promptly issued the license for 
the generating plant. However, at In- 
terior’s insistence, it granted a pre- 
license construction permit for the 
transmission lines only on condition 
that the company would accept certain 
restrictions. These restrictive pro- 
visions, which were framed by Inte- 
rior, stipulated that the company must 
carry Federal power over its lines to 
both Federal units and to such “pre- 
ferred” customers as Interior might 
name. 


HE sole basis for Interior’s inter- 

vention was that 125 miles of the 
transmission lines had to cross public 
lands. The novelty and ingeniousness 
of this contention, which was made 
here for the first time in the history of 
the West’s development, are so evident 
that they hardly merit mention. The 
Idaho Power Company itself has built 
more than 600 miles of lines across the 
public domain without a similar pro- 
test from Washington. Many other 
utility companies, transcontinental 
railroads, telegraph and _ telephone 
companies, ranchers, cities, and states 
have built private facilities across gov- 
ernment property ever since the eleven 
public land states joined the Union. 
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The government’s right to impose con- 
ditions because of this geographic fact 
never occurred to anybody save Mr. 
Krug, who was then Secretary of the 
Interior. 


iy view of the fact that Uncle Sam 
owns 50 per cent of the land in these 
eleven states—it is 70 per cent in Idaho 
—it is obvious that acceptance of In- 
terior’s contention in this instance 
would transform those supposedly 
sovereign commonwealths into mere 
satellites and vassals of the Federal 
government. It would make Interior, 
which has so frequently been headed 
in late years by ambitious and grasp- 
ing politicians, the final, bureaucratic 
czar over the private and public power 
facilities of the Empire of the West. 
Nevertheless, when Idaho Power 
began to dig holes and erect posts un- 
der its construction permit without 
first accepting Interior’s demands, 
Secretary Krug charged that it was 
“guilty of flagrant trespassing.” He 
obtained a temporary restraining or- 
der from the U. S. District Court at 
Boise. However, the injunction was 
dissolved promptly by Judge Charles 
C. Cavanagh of the same court. In a 
precedent-fixing decision on a prece- 
dent-setting demand, he held that 
neither Interior nor any other Federal 
agency had authority to prescribe con- 
ditions for issuance of a license, even 


e 


though the proposed facilities were to 
be built on Federal domain. 


ry a reading of the entire act 
of Congress creating and dele- 
gating power to the Federal Power 
Commission,” Judge Cavanagh said, 
“it appears clear that the exclusive 
power and authority to issue licenses 
and enter upon the public domain... 
is vested in the Federal Power Com- 
mission, and until the commission has 
finally determined and disposed of de- 
fendant’s pending application before 
it, neither the Secretary of the Interior 
nor any other agency of the govern- 
ment has power or authority to act.” 

Despite this ruling on the anticon- 
struction injunction, on October 13, 
1949, FPC granted a license to Idaho 
Power which contained Interior’s re- 
strictive conditions. Mr. Krug was so 
delighted that he wrote an effusive let- 
ter of thanks to FPC. He also in- 
structed the Attorney General to for- 
get his previous request that it appeal 
Judge Cavanagh’s ruling. His rejoic- 
ing was premature. 

When FPC denied the company’s 
petition for a rehearing on the condi- 
tional license, the applicant took the 
case to the U. S. Court of Appeals for 
the District of Columbia. Idaho con- 
tended that the conditions violated its 
constitutional rights in that they de- 
prived it of its property without due 


. shows how determined Secretary Chapman ts to displace 


q “A FACTUAL summary of the Interior-FPC controversy 


the rival agency as Federal steward of water-power develop- 
ment. It also outlines the strategy which certain national 
planners hope to pursue in attaining this object, and, per- 
haps, in gaining similar control over other as yet unthreat- 


ened industries.” 
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process of law, and arrogated it for 
public use without just compensation. 

On May 10, 1951, the court ruled 
for the company in a decision that 
blasted Interior’s contention. Here are 
only two of many pertinent paragraphs 
from Judge E. Barrett Prettyman’s 
ruling (89 PUR NS 87): 


The problem which is presented to 
us in this case is essentially a legisla- 
tive problem. Congress has ample pow- 
er, as we have said, to prescribe condi- 
tions under which the water-power 
potentialities of public lands shall be 
developed. 

Its only declaration upon the inter- 
connection of government and private 
facilities is the one to which we have 
referred, and which precludes that 
interconnection. (This is a reference 
to the Federal Power Act’s vesting of 
licensing authority in FPC—Ed. 
note.) If the commission believes it 
to be in the public interest to prescribe 
such a condition upon power project 
licenses, it should present its views to 
Congress. 


A did Judge Cavanagh, Judge 
Prettyman seems to have placed 
his judicial finger on what appears to 
be the crux of the dispute. Both pointed 
out that Interior seeks to exercise au- 
thority it does not now possess, and 
that only a revision of germane legis- 
lation can give it this added authority. 
It is, as Judge Prettyman said, a “legis- 
lative” problem to be settled by Con- 
gress rather than by judicial arbitra- 
tion. 

FPC’s legal staff, as of this writing 
(early July), had not decided whether 
to take the Idaho Power Company Case 


to the United States Supreme Court, 

In view of Interior’s subsequent 
attempts to encroach upon FPC’s ki- 
censing functions, it is believed that 
the commission’s lawyers are not too 
aggrieved by Interior’s two court up- 
sets on the Idaho controversy. 


HERE has been speculation as to 
why FPC agreed to attach Interi- 
or’s interconnection conditions to the 
transmission license in the first in- 
stance. FPC counsel explains by point- 
ing out that, since Idaho’s power was 
developed by a licensed project at Bliss, 
it was felt that the company might per- 
form this service for the government. 
There is also the suggestion that FPC 
was so dubious about the Krug-Chap- 
man “crossing public lands” conten- 
tion, that it was willing to submit the 
issue to the courts in anticipation of a 
judicial “clarification” of Interior’s 
ambitious claims. If the courts crack 
down on Interior in this case, the re- 
sult might be to reinforce FPC in the 
Roanoke river and Kings river cases. 
FPC’s co-operative attitude, how- 
ever, has vanished since Interior dis- 
closed its far-reaching purposes in the 
North Carolina and California squab- 
bles. The FPC now seems to be in 
agreement with private utility counsel, 
that a Federal monopoly will enjoy 
jurisdiction over both private and pub- 
lic utility developments (in so far as 
they derive energy from what Secre- 
tary Chapman calls “any commercial- 
ly valuable, interstate stream”), if his 
philosophy prevails. 


Part II of this article will appear in the next issue of the FoRTNIGHTLY. 
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Is Retroactive Taxation Valid? 


An examination of the inequities of retroactive increases in 

corporate income taxes to public utilities. The author questions 

constitutionality of such tax legislation in the absence of any 
compensatory provision or retroactive rate increases. 


By RICHARD L. ROSENTHAL* 
PRESIDENT, CITIZENS UTILITIES COMPANY 


PREVIOUS article’ by this writer 
A in Pusiic UTILities Forrt- 
NIGHTLY set forth in detail the 
reasons why increases in taxes on util- 
ity companies, in effect, are ultimately 
paid—and must be paid—by the con- 
sumers of utility services. Its conclu- 
sion was that, cost-of-livingwise, the 
consumer would best be served by a 
return to 38 per cent, pre-Korea, Fed- 
eral corporate income taxation on util- 
ity companies. 

An additional facet of this problem 
poses a previously unmentioned, fun- 
damental constitutional question of 
major consequence. It stems from a 
combination of two factors: 


the full retroactivity of current Fed- 
eral corporate taxation policies; and 


*For additional personal note, see “Pages 
with the Editors.” 

1“A Utility Tax Is a Consumer Tax,” Pus- 
Lic Utiities Fortnicutty, Vol, XLVII, 
No. 9, April 26, 1951. 
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the nonretroactivity of utility rate in- 
creases. 


It seems to be a fundamental of util- 
ity regulation—both by Federal agen- 
cies and by most state commissions— 
that utility rate increases may not be 
retroactive. Both Federal and state 
laws and/or regulatory commission 
policies almost universally provide that 
an increase in utility rates cannot ante- 
date the utility’s application—and, in 
most instances, the effective date of the 
increase actually cannot antedate the 
decision of the regulatory agency. In 
plainer words, no matter what the util- 
ity’s justification, the result of utility 
regulatory laws, procedures, and poli- 
cies is that a utility company can only 
increase rates prospectively — at the 
earliest, the date of its application; 
more likely, a date some time after 
that of the utility commission’s deci- 
sion. This is the fact, even though the 
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utility’s costs, and both the realities 
and the equities of the circumstances 
(including the retroactive increased 
expense of a retroactive, higher tax 
rate), may indicate that the utility has 
not been earning a fair return on in- 
vestment for an extended period prior 
to the date established for the rate in- 
crease by the decision of the regulatory 
commission. 


iy used to be that the Federal cor- 
porate income tax rate for any par- 
ticular year was known before the year 
began—or, at the worst, early in the 
individual year to which the tax rate 
was going to apply. However, in 1950, 
it was not until September 23rd— 
when the Revenue Act of 1950 was 
signed by the President—that it was 
possible definitely to determine what 
the Federal corporate income tax rate 
for 1950 was going to be: an effective 
42 per cent. The Revenue Act of 1950 
incorporated the principles of retro- 
active taxation. By their application, 
every profitable corporate business 
transaction which had been consum- 
mated before September 23, 1950, 
suddenly became subject to a 42 per 
cent income tax rate. This was the re- 
sult of the retroactive increase in the 
Federal corporate income tax rate. It 
was the result even though the parties 
to transactions concluded before that 
date did not know exactly what the 
1950 Federal corporate tax rate was 
going to be; and even though, pre- 
Korea, for the first six months of 
1950, corporate officers presumed that 
the Federal corporate income tax rate 
was only going to be 38 per cent. 
Now we are in late June of 1951— 
and as of this writing the House of 
Representatives has just passed a bill 
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embodying its ideas as to what the 
1951 Federal corporate income tax 
rates are to be. But the House bill js 
not law! Now the Senate will work on 
the measure; then, presumably, it will 
go to a conference of the responsible 
committees of both the Senate and the 
House; then a compromise bill will be 
worked out and referred back to both 
houses for action ; whereafter, presum- 
ing that the compromises satisfy both 
houses, the bill will be passed and go 
to the President for signature. If the 
President signs the bill, on the date of 
his signature it will become law— 
otherwise it will go back to Congress 
for passage over his veto or for recon- 
sideration. 


= timetable implicit in the above 
sequence of events, according to 
so-called “informed” Washington 
sources, indicates that it is unlikely 
that the Federal corporate income tax 
rate for 1951 will be definitely estab- 
lished before the fall—perhaps as late 
as the end of October. By that date, 
something more than nine months or 
two-thirds of the year 1951 will have 
passed. Yet when the Revenue Act of 
1951 becomes law, a Federal corporate 
income tax rate applicable to 1951— 
all of 1951: twelve months—will be 
established, despite the fact that by 
then most of 1951 will have passed, 
and there may be as little as two 
months left to the current calendar 
year. 

This sequence of events incorporates 
the vicious principles of retroactive 
taxation, with respect to which there 
has been surprisingly little protest by 
the corporate business community. 
The consequence of the annual appli- 
cation of these principles is that each 
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year corporations do business in the 
dark for an extended period of time, 
so far as knowledge of the impact of 
taxation on the results of their trans- 
actions is concerned. 

It may well be that in the industrial 
field, the application of the principles 
of retroactive taxation, although re- 
pugnant, is tolerable. Industrial com- 
panies are relatively free to establish 
policies based on their own unilateral 
decisions and judgments. In establish- 
ing policies (and, to the extent possi- 
ble, prices) they seem to have devel- 
oped the habit or technique of assum- 
ing in advance of the event an annual 
retroactive increase in the Federal cor- 
porate income tax rate—and guiding 
themselves accordingly. However, in 
the utility field any such approach is 
foredoomed to failure. 


ame of all, unlike industrial com- 
panies, utilities do not have the 
freedom unilaterally to set selling 
prices for their products, themselves. 
Pricing in the utility field is only ef- 
fective with commission consent or ap- 
proval—and sometimes solely depend- 
ent on unilateral commission (not util- 
ity) action. 

Moreover, the utility company 
which requires a rate increase cannot 
obtain that rate increase retroactively. 


Generally—if not without exception— 
the utility must be content with the 
rate increase beginning with the date 
of its application at the earliest; or, 
more likely, the date of commission 
approval. But the increase in Federal 
corporate income tax rates—which 
has been the cause of many utility rate 
increases to date and will be the cause 
of most of them in the future—is not 
limited to future application. By rea- 
son of inaction on the part of utility 
companies and the corporate business 
community generally, Federal corpo- 
rate income tax rates are now being 
made retroactive to the beginning of 
each calendar year. Thus, a utility 
company, requiring a rate increase by 
reason of increased income tax costs 
—which it learns about definitively for 
the first time in, say, October (be- 


2 For one of many examples, see Re Pacific 
Teleph. & Teleg. Co. (1949) 80 PUR NS 355, 
48 Cal PUC 823. And for the most liberal 
treatment, note the U. S. Supreme Court de- 
cision in Transcontinental & Western Air v. 
Civil Aeronautics Board (1949) 79 PUR NS 
476, 336 US 601, 605, 93 L ed 911, 915, 69 
S Ct 756, 758, in which it is said: “... For the 
rates of carriers and other utilities fixed by 
public authorities, while usually prospective, 
are sometimes made retroactive to the date of 
the commencement of the rate-making proceed- 
ing. See United States v. New York C.R. Co. 
(1929) 279 US 73, 73 L ed 619, 49 S Ct 260. 
But, so far as we are aware, they have never 
been retroactive to an earlier date.” (Italics 
supplied.) 


by Federal agencies and by most state commissions—that 


q “Ir seems to be a fundamental of utility regulation—both 


utility rate increases may not be retroactive: ...no matter 
what the utility’s justification, the result of utility regula- 
tory laws, procedures, and policies is that a utility company 
can only increase rates PROSPECTIVELY—at the earliest, the 
date of its application; more likely, a date some time after 
that of the utility commission’s decision.” 
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cause the Federal corporate income 
tax rate for the year is not known un- 
til a revenue bill becomes law)—will 
find that for a minimum of ten or 
eleven months of the year, it is being 
deprived of an adequate level of reve- 
nues and earnings. This results from 
the combination of two factors: non- 
retroactivity of rate increases, but full 
retroactivity of tax increases! 


HE question may occur as to why 

utility companies do not seek to 
obtain rate increases in advance of tax 
increases, predicating their “proof” to 
commissions on some assumed Federal 
corporate income tax rate which is 
higher than that which nominally ob- 
tains at the time that the rate increase 
application is filed. Or, why didn’t util- 
ity companies, which will require rate 
increases by reason of almost certain, 
further increased income tax rates in 
1951, file for such rate increases in 
January or February? Couldn’t they 
base their filings and proof on the as- 
sumption that the Federal corporate 
income tax rate for 1951 would be 
retroactively increased once again, as 
a result of presidential requests—and 
assume some specific Federal corpo- 
rate income tax rate, say 52 per cent 
or 55 per cent, in calculating their 
higher costs and, therefore, increased 
revenue requirements ? 

The questions are good ones. It 
would seem simple enough that utility 
regulatory commissions, recognizing 
the reality of likely further Federal 
corporate income tax increases, should 
permit utility companies to proceed 
along these lines under today’s condi- 
tions, without regard to the tax rates 
nominally “in effect” at the time of 
rate increase filings or hearings. 
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B” in utility regulation, the regula- 
tory commissions, in turn, are 
proscribed in their actions by prece- 
dent, law, and policy with respect to 
what jis regarded as “evidence.” A 
number of rate increase applications 
have been rejected by regulatory com- 
missions, which, in rejection, have de- 
scribed as “speculative” the assump- 
tion by utility companies in their evi- 
dence that the Federal corporate in- 
come tax rate for 1951 would be 
higher than the 47 per cent rate now 
“in effect,” so far as utility regulatory 
law, policies, and procedures are con- 
cerned—but actually not “‘in effect,” as 
will only become demonstrable in an 
“evidentiary” sense, when a higher 
retroactive rate is set late in the year! 

In terms of the legal definition of 
“evidence,” these commissions were 
on sound “legal” grounds in ruling 
against the admissibility as evidence of 
projections based on tax rates higher 
than the nominally “effective” 47 per 
cent rate. The legality of their rulings 
stems from the fact that absent the 
actual passage of a 1951 Revenue Act, 
there was and is no way to “prove” 
(or even know, not think) what the 
Federal corporate income tax rate 
would be for 1951—or even if it would 
be higher than the 47 per cent rate 
nominally set for 1951 by the Excess 
Profits Tax Act passed January 3, 
1951! 

There are a host of cases, including 
those of the Vermont, Idaho, and Cali- 
fornia operations of Citizens Utilities 
Company, in which commissions have 
refused to accept as evidence data re- 
flecting a Federal corporate income tax 
rate any higher than that “in effect” 
under law at the time that the rate case 
was being heard. This is the practice, 
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Effect of Retroactive Taxation on Utilities 


ee ALL of a utility’s earnings can be taxed retroactively, 

but the utility cannot recoup ANY of the increased taxes of the 

period which has passed before tax increase becomes law—but to which, 

nevertheless, the retroactive tax increase applies—it behooves Congress 

at least to eliminate retroactive taxation on utilities—if not complete- 

ly to exempt utilities from increased corporate tax rates, in the interest 
of combatting inflation at consumer levels.” 





even though it seems “obvious” that it 


would subsequently turn out, as a re- 
sult of retroactive increases in tax 
rates, that there was a Federal corpo- 
rate tax rate “in effect” at the time the 
rate case was being heard which the 
commission did not know about—be- 
cause it became “‘in effect” only by rea- 
son of retroactive Federal taxation 
policies! Utility regulatory commis- 
sions—both state and Federal—have 
universally rejected projections of 
1951 income for rate-making purposes 
based on any save the 47 per cent Fed- 
eral corporate income tax rate pre- 
sumed to be “in effect” for 1951 by 
reason of the Excess Profits Tax Act 
of 1951—although everyone “knows” 
that a rate higher than 47 per cent will 
obtain for the year 1951, by reason of 
retroactive tax legislation passed nine 
or ten months after the year 1951 has 
started ! 


279 


AS a result of these conditions and 
the rulings of regulatory commis- 
sions, utility companies are faced with 
no mean “Hobson’s choice.” A great 
number of them know that any in- 
crease over 42 per cent in the Federal 
corporate income tax rate—in fact, 
the very 47 per-cent rate now “in ef- 
fect,” but soon to become superseded 
by a retroactive, higher rate which will 
turn out to have been “‘in effect” —will 
require rate increases. Most utility 
companies are loath to seek rate in- 
creases, anyway. Now they are faced 
with an additional dilemma. They 
don’t want to seek two rate increases 
within one calendar year, because of 
the untoward public relations effects 
and negative regulatory aftermaths of 
two rate cases in so short a period of 
time. But because utility regulatory 
commissions will not now recognize 
any save the 47 per cent tax rate in 
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projecting income accounts for 1951, 
utility companies cannot accomplish in 
one rate case at this time the full rate 
increase which will be required as a re- 
sult of the further increase in the Fed- 
eral corporate income tax rate which 
will apply retroactively to all of 1951. 

Asa result, the utility company must 
either file for two rate cases in one 
year, which is extremely undesirable, 
or it must delay its filing until the new 
Federal corporate income tax rate for 
1951 is known, by which time, in all 
probability, it will have permanently 
lost at least ten months of the in- 
creased revenues which it requires and 
to which it is entitled. It should be kept 
in mind in this connection that, as a 
practical matter, few (if any!) utility 
regulatory commissions grant rate in- 
creases quickly. 


E fom. the utility company which, 
in seeking to avoid two rate fil- 
ings within one year, waits until Octo- 
ber to file a rate increase, based on the 
higher Federal corporate income tax 
rate which will likely emerge about 
that time, is not likely to obtain a deci- 
sion on the required higher rates effec- 
tive much before March, 1952. By this 
time, some fifteen months of higher 
revenues and necessary increase in 
earnings will have been permanently 
lost. And, incidentally, by March of 
1952, it could well subsequently turn 
out that a still higher Federal corpo- 


3It will be recalled that the president of 
Rochester Gas & Electric Corporation ex- 
pressed disappointment over a recent 6 per cent 
temporary electric rate increase granted by the 
New York Public Service Commission on June 
11, 1951. The company took the position that 
the state commission “refused to recognize 
inevitable increases in taxes.” The company 
plans to apply for an additional increase as 
soon as Congress enacts a new tax law. 
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rate income tax rate will again have 
actually been in effect, by reason of 
another retroactive tax increase passed 
in October, 1952! Parenthetically, 
with retroactive taxation and non- 
retroactive rate increases, how, then, 
can the utility manage ever to regain 
its original, pre-Korea place on the tax 
inflation treadmill? 

Restatement and analysis of these 
circumstances clearly demonstrate the 


constitutional questions involved. A 


utility company cannot get a retroac- 
tive rate increase—by reason of Fed- 
eral and state utility law and/or regu- 
latory commission dogma, procedures, 
and policies, which prohibit or deny 
retroactive rate increases, and gen- 
erally, if not always, restrict them to 
the period after the commission deci- 
sion. But the utility company must 
suffer a retroactive increase in ex- 
pense and reduction in income—by 
reason of Federal taxation policies 
establishing late in a calendar year 
higher corporate income tax rates 
which have become wholly retroactive. 
In the circumstances, isn’t the utility 
company being deprived of property 
without just compensation and due 
process of law? 


- the utility company can be per- 
manently deprived of earnings, 
through the combination of retroac- 
tive tax increases and regulatory law 
and policies prohibiting and/or deny- 
ing retroactive rate increases, the util- 
ity company is obviously being de- 
prived of property (earnings which 
are dollars which, in turn, are prop- 
erty) without due process and appro- 
priate compensation therefor. Need- 
less to say, this deprivation exists 
only in, and this article deals only 
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with, those circumstances in which the 
retroactive tax increase results in the 
reduction of a utility’s earnings below 
a fair rate of return; or increases the 
extent to which its earnings are below 
that level. But this is almost the entire 
industry today. 

The very real and acute constitu- 
tional questions implicit in these cir- 
cumstances revolve around the famil- 
iar Fifth and Fourteenth amendments. 
These prohibit deprivation of property 
by Federal (Fifth) and state (Four- 
teenth) governments, without due 
process of law and adequate compen- 
sation therefor. 

It appears appropriate that the util- 
ity industry, as a complete unit through 
combined association and institute 
representation, make fully known to 
the taxation committees of both the 
Senate and the House of Representa- 
tives—and to the Congress as a whole 
—these facts and the fundamental 
constitutional challenge. In terms of 
the difficulties and the requirements of 
justice inherent in equitable utility 
regulation in these circumstances, it 
would certainly seem that the utility 
industry should be joined in its expo- 
sition to Congress by the National 
Association of Railroad and Utilities 
Commissioners. Obviously, it would 
be in the interest of utility and regu- 
latory commissions to avoid the retro- 
active rate increase dilemma and/or 
likely litigation which continued retro- 


active increases in Federal corporate 


income tax rates necessarily will im- 
4 


pose.* . 


| even after the utility industry has 
presented its unique case, the new, 
higher Federal corporate income tax 
rate for 1951 is made retroactive for 
utilities, it appears mandatory that the 
utility industry as such arrange the 
necessary challenges on constitutional 
grounds. 

The first challenge should be under 
the Fifth Amendment, in terms of the 
constitutionality of retroactive taxa- 
tion on utility corporations. This chal- 
lenge would flow from the utility’s 
unique circumstance, because, by rea- 
son of regulatory law and regulatory 
commission policies, the utility has no 
way of recouping the extra tax cost 
which retroactive taxation imposes— 
even though this added tax cost retro- 
actively reduces its earnings below a 
fair rate of return. 

Alternatively and secondly, the chal- 
lenge might be in terms of the denial of 
retroactive rate increases by regulatory 
commissions. This challenge would be 
an effort to establish the inherent and 
constitutional inequity in these circum- 
stances. Unless rate increases com- 
pensatory and commensurate in 


4Supporting this thought the chairman of 
the New York Public Service Commission 
urged Congress on July 12, 1951, to exempt 
public utilities from any retroactive provisions 
in the pending Federal tax bill. 


7 


utilities must raise capital; to raise capital, must earn the 


q “Ir is fundamental that in periods of capacity expansion, 


rate of return required by the investment markets; and to 
earn it in periods of cost increases, must obtain rate increases 
FULLY compensatory with cost increases.” 
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amount with the tax increase—in both 
time and total—are granted, the indi- 
vidual state or regulatory commission 
is violating the prohibitions of the 
Fourteenth constitutional amendment. 

This discussion and these sugges- 
tions take cognizance of prevailing 
judgment in investment circles to the 
effect that an important—perhaps the 
only—weakness inherent in utility 
common stocks as investment media is 
the time it takes to get rate increases 
to offset inflationary cost increases, 
particularly the cost of tax inflation. 
In addition, many important invest- 
ment bankers have raised the question 
detailed in this article, without recog- 
nizing the fundamental constitutional 
question involved. The investment 
query, which has cast an important 
shadow on the character of utility equi- 
ties at the very time utility companies 
must raise substantial equity capital, 
has principally been directed at the 
permanent loss in earnings and divi- 
dends in the period to which tax in- 
creases—but not rate increases— 


apply. 


¢ is fundamental that in periods of 
capacity expansion, utilities must 
raise capital; to raise capital, must 
earn the rate of return required by the 
investment markets; and to earn it in 
periods of cost increases, must obtain 
rate increases fully compensatory with 
cost increases. It is in this connection 
that the twilight, never-never land, 
subject to retroactive taxation but not 
to commensurate revenue recoupment 
through retroactive rate increases, is 
important. 

For the average electric company, 
as pointed out in the writer’s previous 
FORTNIGHTLY article, an increase in 
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Federal corporate income taxes from 
38 per cent to 55 per cent reduces a 6 
per cent return to one of 4.86 per cent. 
(A rate increase of 12 per cent would 
be required to offset this tax increase, 
all other factors remaining constant.) 
The increase from the 42 per cent tax 
rate of 1950 to the House-approved 
52 per cent for 1951 reduces return 
to the extent of a 0.7 per cent factor. 
If a whole year goes by, in which an 
increase in the Federal corporate tax 
rate of this magnitude, by retroactive 
taxation, becomes “in effect,” before 
the average electric utility can offset 
this tax increase by compensatory rate 
increase, this 0.7 per cent return factor 
would be “lost” forever. This is the 
likely minimum sequential conse- 
quence under the circumstances that a 
retroactive tax bill does not become 
law until the end of October, because 
the process of utility regulation would 
surely require at least two more 
months before an offsetting rate in- 
crease could be obtained and become 
effective from almost any regulatory 
agency. 


jpn electric utility industry had 
assets of $20.6 billion at Decem- 
ber 31, 1950, according to Federal 
Power Commission data. The perma- 
nent loss of 0.7 per cent of return, 
therefore, would indicate a permanent 
loss (earnings, dollars: therefore, 
property) of something more than 
$100,000,000 ! This estimate conserva- 
tively assumes that not all the compa- 
nies would require increases. The mag- 
nitude of these figures indicates that 
investor hesitation relative to utility 
equities, manifest in the negative price 
trend of utility common stocks of the 
last nine months, has had a reasonable, 
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if not articulated, basis. Because bond 
interest and preferred dividends are 
prior claims and fixed in amount, all 
of this permanent deprivation of earn- 
ings, lost in the shuffle between retro- 
active income tax increases and non- 
retroactive rate increases, comes “out 
of” the utility electric industry’s com- 
mon stockholders. No wonder, then, 
the concern of investment circles ; and 
the concomitant problem of utility 
equity financing. Keep in mind, also, 
that this $100,000,000 permanently 
lost would otherwise be available for 
reinvestment as equity capital (re- 
tained earnings). 

It is indeed probable that the aggre- 
gate of comparable, permanent “loss” 
in return for the gas, water, and tele- 
phone industries is equal to at least 
another $100,000,000, if not more. 
Thus the constitutional question has 
literally enormous practical signifi- 
cance to Congress, utility regulatory 
commissions, utility managements, in- 
vestment bankers, brokers, and ad- 
visers, and to the millions of utility 
company common stockholders. 


Feo earnings for all of a cal- 
endar year can be reduced by 


retroactive, increased Federal (or 
state for that matter) corporate taxa- 
tion. But a utility can only get rate 
increases after the event—and usually 
long after. This is because rate cases 


take time; the legal definition of evi- 
dence requires a tax rate to be in effect 
before a commission will consider its 
impact on earnings ; and rate increases 
apply only to the future, under regu- 
latory law and dogma—not to the past, 
no matter how great the need, what 
the privation, how evident the equities 
—or inequities. 

Because all of a utility’s earnings 
can be taxed retroactively, but the util- 
ity cannot recoup any of the increased 
taxes of the period which has passed 
before tax increase becomes law—but 
to which, nevertheless, the retroactive 
tax increase applies—it behooves Con- 
gress at least to eliminate retroactive 
taxation on utilities—if not completely 
to exempt utilities from increased cor- 
porate tax rates, in the interest of com- 
batting inflation at consumer levels. 
Otherwise it is necessary for regula- 
tory bodies to permit retroactive rate 
increases; or it becomes mandatory 
for the utility industry to invoke the 
protection afforded by both the Fifth 
and Fourteenth amendments of our 
Federal Constitution against confisca- 
tion of its stockholders’ property. 
There are no other alternatives if the 
utility industry is to live up to the re- 
sponsibility fundamental to and ex- 
plicit in the widespread ownership of 
utility common stocks which utility 
companies have, of necessity, encour- 


aged. 





66min appraisal of the nation’s major maladjustments to rank them 
in order of their importance to the national welfare is a necessary 
prelude to successful attack on, and solution of, these problems. Much 
of the present-day cluttered approach to our problems stems from the 
fact that we are less sure of ourselves when attacked with ideas than 
when attacked with fire and steel, All of us are aware that there has been 
an almost unlimited parade of strange and fallacious new ideas for the 


last three decades.” 
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—BreHon SOMERVELL, - 
President, Koppers Company, Inc. 
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A More Equitable Utility 


Tax 


Plan 


Discussion of a new plan for a proposed Federal ex- 

cise tax to equalize the Federal tax burden on electric 

utility companies, electric co-operatives, and other 
public power agencies, 


By RICHARD H. PETERSON* 
rated utility companies, as con- 


trasted with public power agen- 
cies and co-operatives, are sub- 
jected to heavy and discriminatory 
taxation. Since utility companies must 
earn a fair return after taxes if they 
are to survive, all taxes on such com- 
panies are necessarily reflected in the 
rates charged for utility services. 
Therefore, the customers of utility 
companies, as compared with the cus- 
tomers of public power agencies and 
co-operatives, are paying more than 
their fair share of the cost of govern- 
ment. 
One of the consequences of this in- 
equitable situation is that from time to 


time groups of these utility company 


customers in local areas are persuaded 
to shift their undue tax burden to 
others by voting for “low-cost” (i.e., 
tax-exempt) public power. Such ac- 


*For personal note, see “Pages with the 
Editors.” 
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tions are sometimes characterized and 
criticized as endorsements of Social- 
ism. Perhaps the criticism should be 
directed instead against the Federal 
and state tax structures under which 
people are permitted to choose whether 
their electric bills will contain a heavy 
tax burden or little or no tax burden. 
The loss of these areas by the public 
utility companies simply illustrates the 
maxim that the power of government 
to tax is the power to destroy, or, more 
precisely, that the power to impose dis- 
criminatory taxes is the power to de- 
stroy. 


ly is easier to describe the effect of 
tax discrimination in the electric 
utility industry than to explain why 
this discrimination exists. Discrimina- 
tion in favor of public power agencies 
may have been justified at one time by 
the constitutional law doctrine of re- 
ciprocal governmental immunity, but 
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the United States Supreme Court has 
long since eliminated this bar to equita- 
ble taxation. It is inconsistent, to say 
the least, for a society which professes 
to place its chief reliance on a system 
of private enterprise to retain a tax 
structure that encourages socialization 
of an important segment of its econ- 
omy. 

The only method of eliminating this 
unjust tax discrimination, other than 
by socialization of the entire electric 
utility industry, with all of its unfor- 
tunate consequences, is through correc- 
tive tax legislation which will distrib- 
ute the tax burden equitably among all 
consumers of electric power. It would 
be most appropriate for Congress to 
initiate a program of tax equalization 
in the electric utility industry, for the 
most severe tax discrimination is at 
the Federal level. In 1950 the total tax 
burden on electric utility companies 
averaged about 21 per cent of gross op- 
erating revenues. The Federal tax 
burden alone averaged more than 12 
per cent of gross operating revenues. 
More significant than the magnitude 
of the Federal tax burden is the fact 
that the Federal income tax and the 
existing Federal excise tax, which av- 
eraged approximately 10 per cent and 
2 per cent, respectively, of aggregate 
gross operating revenues in 1950, are 
not applicable to public power agencies 
and electric co-operatives. 


s * fmegenee proposals have been made 

for ending Federal tax discrimina- 
tion. One proposal now before Con- 
gress is to repeal the present 34 per 
cent Federal excise tax on sales of elec- 
tric energy and to extend the Federal 
income tax to public power agencies 
and electric co-operatives. Granted 


285 


UTILITY TAX PLAN 


that many of these agencies and co- 
operatives are now earning a net in- 
come,:as that term is defined in the cor- 
porate income tax law, is it not un- 
realistic to assume that they would 
continue to do so if there were a Fed- 
eral tax of approximately 50 per cent 
on their net income? Subject as they 
are to local political pressure, would 
they not eliminate both the net income 
and the Federal tax thereon by a re- 
duction in rates? Public power agen- 
cies, which are generally financed en- 
tirely by bonds, can cover all of their 
costs and expenses, including bond in- 
terest, without having to earn any net 
income. (The utility companies, on the 
other hand, must earn a net income at 
least sufficient to pay the cost of equity 
capital after providing for the Federal 
income tax. ) 

An alternative proposal is that elec- 
tric utility companies be exempted en- 
tirely from the Federal income tax, 
and that in lieu thereof a Federal ex- 
cise tax producing an equivalent 
amount of revenue be adopted and ap- 
plied to public power agencies and co- 
operatives as well as to the electric util- 
ity companies. This method of equal- 
ization of the Federal tax burden 
would undoubtedly be effective. How- 
ever, Congress would probably be re- 
luctant to exempt the electric utility 
companies from the Federal income 
tax if substantial Federal tax equaliza- 
tion could be achieved without having 
to do so. 


. is believed that substantial Federal 

tax equalization could be achieved 
solely by amending the existing 34 
per cent Federal excise tax on electric 
energy in the following respects : 


1. Eliminate the exemptions which 
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NARUC Spokesman Suggests Utility Excise Tax 


|B grace recent hearings of the Senate Finance Committee, Chairman 

John H. Hessey of the Maryland Public Service Commission ap- 

peared as a spokesman for the National Association of Railroad and 

Utilities Commissioners. He proposed substitution of a utility excise 

tax in lieu of increased corporate income tax. (For a digest of Hessey’s 
views, see page 314.) 





now permit public agencies and co- 
operatives to escape the tax, thereby 
making the tax applicable to all retail- 
ers of electric energy. 

2. Eliminate the present illogical 
exclusions from the tax base, thereby 
making the tax applicable to all retail 
sales of electric energy, and thus sim- 
plifying administration of the tax. 

3. Increase the rate to at least 10 
per cent. 

4. Allow as a credit, not exceeding 
80 per cent of the excise tax, the 
amount of all other Federal taxes paid 
for the same year, including the Fed- 
eral income and excess profits taxes. 

5. For the purpose of determining 
the Federal income tax, permit the 
Federal excise tax to be deducted in 
the fiscal year following that in which 
incurred. 


An initial rate of 10 per cent is sug- 
gested because it is believed that this 
rate would afford substantial tax 
equalization without increasing the 
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Federal tax burden on the electric util- 
ity companies. An escalator clause 
could be written into the law which 
would maintain, from year to year, a 
relationship between the rate of the 
excise tax and the ratio between the 
total of other Federal tax payments 
made by electric utility companies and 
the aggregate of their gross operating 
revenues. 


. is proposed that the credit for other 
Federal tax payments be limited to 
80 per cent of the excise tax. The ex- 
istence of this limitation obviates any 
contention that the proposed tax is in- 
tended to accomplish, among other re- 
sults, a reduction in the existing Fed- 
eral tax burden on public utility com- 
panies. Assuming an initial tax rate of 
10 per cent, the electric utility compa- 
nies would have to pay under the pro- 
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posed tax a minimum of 2 per cent of 
gross operating revenues from all re- 
tail sales of electric energy. This mini- 
mum excise tax rate would produce 
from the utility. companies alone reve- 
nues approximately equal to those now 
obtained under the present 34 per 
cent Federal excise tax, which does not 
apply to all retail sales. It should also 
be noted in connection with this limita- 
tion that the preservation of the 
equivalent of a minimum 2 per cent ex- 
cise tax on the utility companies would 
mean that the proposed tax rate of 10 
per cent would not increase the tax 
burden on any companies except those 
which now have a total Federal tax 
burden, apart from the present excise 
tax, of less than 8 per cent of gross 
operating revenues.” 

For the purpose of computing the 
credit for other Federal tax payments, 
companies engaged in selling electric 
energy both at retail and for resale 
would allocate such tax payments be- 
tween these two categories of sales in 
accordance with the revenues from 
each. Companies engaged in businesses 
in addition to the sale of electric energy 
would allocate Federal taxes to their 
retail electric business in accordance 
with principles similar to those used by 
regulatory agencies for the purpose of 
establishing rates for such companies. 


Bees proposed Federal excise tax 
would seem to be consistent with 
the relevant provisions of the United 
States Constitution, express and im- 


1It now appears that Congress may repeal 
the 3% per cent Federal excise tax during the 
1951 session. In this event the 80 per cent limi- 
tation on the credit should be eliminated. How- 
ever, if Congress should increase the corporate 
income tax to the extent now contemplated, 
an initial rate of 10 per cent for the proposed 
— equalizing tax would seem to be about 
right. ; 
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plied, including the principle of re- 
ciprocal governmental immunity. The 
constitutionality of a nondiscrimina- 
tory Federal excise tax upon state 
agencies engaged in business enter- 
prises is no longer open to question. 
Among the decisions of the United 
States Supreme Court upholding the 
validity of such taxes is Ohio v. Hel- 
vering (1934) 292 US 360, 369, 78 
L ed 1307, 54 S Ct 727. In this case 
the Court held that the Federal excise 
tax on retailers and wholesalers of 
liquor could be applied to sales by the 
state of Ohio. The Court said: 


Whenever a state engages in a busi- 
ness of a private nature it exercises 
nongovernmental functions, and the 
business, though conducted by the 
state, is not immune from the exercise 
of the power of taxation which the 
Constitution vests in Congress. 


In New York v. United States 
(1946) 326 US 572, 582, 588, 90 L 
ed 326, 66 S Ct 310, the Supreme 
Court decided that the Constitution 
affords the state of New York no ex- 
emption from the Federal excise tax 
upon the sale of mineral waters. Jus- 
tice Frankfurter, with whom Justice 
Rutledge concurred, stated: 


. so long as Congress generally 
taps a source of revenue by whomso- 
ever earned and not uniquely capable 
of being earned by a state, the Consti- 
tution of the United States does not 
forbid it merely because its incidence 
falls also on a state. 


Co Justice Stone, with whom 
Justices Reed, Murphy, and Bur- 
ton joined, said: 


It is enough for present purposes 
that the immunity of the state from 
Federal taxation would, in this case, 
accomplish a withdrawal from the tax- 
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ing power of the nation a subject of 
taxation of a nature which has been 
traditionally within that power from 
the beginning. Its exercise now, by a 
nondiscriminatory tax, does not cur- 
tail the business of the state govern- 
ment more than it does the like busi- 
ness of a citizen. It gives merely an 
accustomed and reasonable scope to the 
Federal taxing power. 


The Supreme Court’s decision in 
Wilmette Park District v. Campbell 
(1949) 338 US 411, 94 L ed 205, 70 
S Ct 195, a case involving the Federal 
excise tax on admissions, is in accord 
with the foregoing decisions. 


HE proposed Federal excise tax 

might be opposed on the ground 
that, while nondiscriminatory taxes 
are admittedly constitutional, this pro- 
posed tax is discriminatory in that it 
is obviously aimed at retailers of elec- 
tric energy unable to take advantage 
of the credit provision. 

The state of Florida, which had no 
inheritance tax and did not want to 
enact such a tax, made a similar argu- 
ment with respect to the 80 per cent 
credit allowed for state inheritance 
taxes under the provisions of the Fed- 
eral estate tax imposed by the Revenue 
Act of 1926. In Florida v. Mellon 
(1927) 273 US 12, 17, 71 L ed 511, 
47 S Ct 265, the Court rejected the 
argument and held that the Federal 
estate tax satisfied the constitutional 
requirement of uniformity. The Court 
said : 

All that the Constitution (Art 1, 


§ 8 cl 1) requires is that the law shall 
be uniform in the sense that by its pro- 


visions the rule of liability shall be alike 
in all parts of the United States. 


A similar argument was made with 
respect to the 90 per cent credit al- 
lowed by the Social Security Act of 
1935 for contributions made under 
state law to state unemployment funds. 
This contention was rejected by the 
United States Supreme Court in 
Steward Machine Co. v. Davis (1937) 
301 US 548, 585, 589, 81 L ed 1279, 
57 S Ct 883. Justice Cardozo, speak- 
ing for the Court, said: 

Duplicated taxes, or burdens that ap- 
proach them, are recognized hardships 
that government, state or national, may 
properly avoid. 


iy Congress has the power to avoid, 

by means of a credit against a Fed- 
eral excise tax, a duplicated tax bur- 
den that would otherwise result from 
the joint impact of Federal and state 
tax laws, Congress surely has the 
power to avoid a duplicated tax bur- 
den that would otherwise result from 
Federal taxes alone. Therefore, it may 
be concluded that the tax credit would 
not render the proposed Federal excise 
tax invalid. 

The Federal government needs ad- 
ditional revenues to maintain the free- 
dom of this nation and the independ- 
ence of other nations. The present 
Congress is endeavoring to close tax 
loopholes and to eliminate tax in- 
equities. We are trying to maintain 
through this period of stress a free 
capitalist economy. The proposed Fed- 
eral equalizing tax would serve all of 
these purposes. 
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Pioneer Experimental Rural 
Electric Lines—1923 


The electric utility industry, farm groups, and others are cele- 
brating Rural Electrification Week—beginning August 26th 
—marking the completion of rural line construction, making 
electric power supply available to 95 per cent of farms in the 
United States. But it was less than two decades ago that the 
pioneer project was commenced near Red Wing, Minnesota. 
Here is an account of that historic development by the execu- 
tive of the electric company serving that area. 


By B. F. BRAHENEY* 
PRESIDENT, NORTHERN STATES POWER COMPANY 


opened August 26th, has par- 
ticular significance for North- 
ern States Power Company. Our or- 
ganization takes pardonable pride in 
the fact that it pioneered in bringing 
electric service to farms. NSP built not 
just the first experimental farm line 
in the world. It built the first two! 
Both lines were built in the fall of 
1923 and both were energized on the 
same day—December 24th— in time to 
bring electric lighting to a score of 
farm homes on a memorable Christ- 
mas eve. One of the lines was built 
near Red Wing, Mihnesota, about 50 
miles southeast of Minneapolis and 
St. Paul. The other was built near 
Renner, South Dakota, some 20 miles 


Re Electrification Week, which 


*For additional personal note, see “Pages 
with the Editors.” 
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northeast of the city of Sioux Falls. 
The Red Wing line is generally 
credited with being the first of these 
two pioneer lines. Construction of this 
line was begun shortly before work 
was started on the Renner line. For 
all practical purposes, however, the 
two lines were twins and both ranked 
equally with their proud parent. 
While it is an incontrovertible fact 
that an investor-owned utility led the 
way in rural electrification, it is no less 
a fact that the job of bringing elec- 
tricity to the farms of this nation was 
speeded up by the Rural Electrification 
Administration. The now familiar 
REA has done an outstanding job of 
bringing electric service to remote 
rural areas, of organizing electric co- 
operatives, of merchandising electric- 
ity, and of educating the farmers. 
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HE task that has been accom- 

plished has been a tremendous 
one. Today over 90 per cent of the 
farms of this nation enjoy the bene- 
fits of electricity. This great achieve- 
ment has been accomplished well with- 
in the space of one generation. Elec- 
tricity is now available to about 4,900,- 
000 of this country’s approximately 
5,200,000 occupied farms and to about 
15,000,000 of the 15,500,000 occupied 
rural dwellings. 

Although the electric co-operatives 
have done a magnificent job of extend- 
ing lines into rural areas in a compara- 
tively short time, this accomplishment 
could not have been achieved without 
the support and co-operation of the in- 
vestor-owned utilities. There is enough 
credit in the job that has been done for 
all to share and the investor-owned 
utilities are content to claim only that 
portion which is due them. 

About 80 per cent of the power used 
on farms today is supplied by investor- 
owned companies. Nearly half of the 
farms in the U. S. are served by these 
companies directly, and in addition 50 
per cent of the power distributed by 
the co-operatives is obtained from the 
investor-owned utilities. 

Northern States Power Company’s 
twin pioneer lines served as guideposts 
to other utilities who took up the ex- 
periment of rural electrification and, 
later, served the same purpose when 
the REA came into being. The lessons 


learned in rural Minnesota and South 


Dakota were an invaluable aid to other 
utilities which soon established similar 
lines. 

Within five years other experi- 
mental lines were in operation in 23 
states. Foreign countries sent repre- 
sentatives to study the Red Wing ex- 
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periment and soon rural lines began to 
crop up all over the world. 


| ow saeraang in the field of rural elec- 
trification, however, was no easier 
than pioneering in any other field, as 
some NSP employees well remember. 
It is difficult to realize it now, but back 
in 1923 farm electrification was a revo- 
lutionary idea. At that time thousands 
of city homes were still without elec- 
tric lights. A few farms on the out- 
skirts of towns had electric lights and 
an occasional household appliance, but 
no effort had been made to make elec- 
tricity work for the farmer. 

Not all of the farmers in those days 
were even interested in receiving elec- 
tric service. Most of them looked upon 
electricity as a strictly “city conven- 
ience” that would never be practical 
for farm use. 

One of the big jobs of the early days 
was to convince farmers that electric- 
ity had something to offer them. There 
was no spontaneous demand for elec- 
tric service on the part of farmers. 
Those who would disparage the efforts 
of private utilities to bring electricity 
to the farms like to claim that the 
power companies had to be forced into 
serving farmers. On the contrary, the 
farmers had to be sold on the uses of 
electric service. A few progressive 
farmers were eager to obtain electric 
service, but in many cases farmers 
were skeptical about its practical use 
on the farm. This was amply demon- 
strated on NSP’s Red Wing line. The 
total number of possible customers on 
this line was nineteen, yet only ten ac- 
cepted service. 

Both of NSP’s pioneer lines were 
frankly experimental. The original 
Red Wing line was only 6.2 miles long. 
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It was an extension of a 2,300-volt line 
which ran a distance of 3.3 miles west 
from Red Wing to the Goodhue Coun- 
ty Farm. The general area served by 
the experimental line was a district of 
hills, fertile, narrow valleys, and roll- 
ing uplands. 

This particular area was chosen be- 
cause it presented certain difficulties in 
line construction and in the uses of 
electricity on farms. It was believed 
that if these difficulties could be over- 
come, it would point the way to the 
satisfactory use of electricity on the 
average farm in Minnesota. Both 
farms and farmers were considered 
fairly representative of Minnesota 
generally. 


ieee Renner, South Dakota, line 
was the longer of the two experi- 
mental lines, measuring 8.4 miles. It 
served seventeen customers in an area 
about two or three miles wide and six 
miles long. This region was part of the 
rolling valley of the Big Sioux river 
—an area of fertile soil where cattle 
and hog production predominate and 
farmers are moderately active in dairy- 
ing. 

What was discovered in experiment- 
ing with one of these lines was cor- 
roborated in experiments on the other 
so that it is sufficient to discuss only 
one. Complete, detailed records exist 
of all the early experiments on the Red 
Wing line. These records were com- 


piled by the Agricultural Experiment 
Station of the University of Minne- 
sota and issued in booklet form. This 
150-page booklet is entitled “The Red 
Wing Project on Utilization of Elec- 
tricity in Agriculture.” One of the co- 
authors of the volume is John M. Lar- 
son, who was at that time a member 
of the university’s division of agricul- 
tural engineering and is now a sales 
engineer with Northern States Power 
Company. 

Much of the foregoing and subse- 
quent material in this article is taken, 
often verbatim, from this booklet with 
the mouth-filling title. The Red Wing 
project was born of a committee 
known as the Committee on the Rela- 
tion of Electricity to Agriculture 
which was organized in September, 
1923. Chairman of the group was the 
then president of the Minnesota Farm 
Bureau Federation and the secretary 
was a member of the university’s di- 
vision of agricultural engineering. 
Other members included the dean of 
the university’s department of agricul- 
ture, two farmer members of the Min- 
nesota legislature, a farmer, and repre- 
sentatives from three investor-owned 
utilities. 


HE experimental project was first 
outlined by the university’s divi- 
sion of agricultural engineering. It was 
hoped to determine whether electric 
service at reasonable rates could be 


e 


supplied by investor-owned companies. Nearly half of the 


“Azsout 80 per cent of the power used on farms today ts 
y 


farms in the U. S. are served by these companies directly, 
and in addition 50 per cent of the power distributed by the 
co-operatives is obtained from the investor-owned utilities.” 
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used with profit on Minnesota farms. 
As stated by the university, the object 
of the experiment was “to determine 
the optimum economic uses of electric- 
ity in agriculture and to study the 
value of electricity in improved living 
conditions on the farm.” 

The Red Wing experimental proj- 
ect was financed jointly by Northern 
States Power Company, 79 manufac- 
turers of electrical and farm equip- 
ment, the farmers of the Red Wing 
area, the State Committee on the Re- 
lation of Electricity to Agriculture, 
and the University of Minnesota. 


HE original “high line” built by 

NSP was a 2,300-volt grounded 
iron messenger wire line. In the spring 
of 1924 the line was extended a tenth 
of a mile to add another customer, 
bringing the total length of the line to 
6.3 miles and the number of customers 
to eleven. 

The iron wire line was never 
satisfactory. The grounded wire did 
not carry any appreciable amount of 
current and the resistance through the 
iron wire caused such a high primary 
voltage drop that it was impossible to 
operate 5-horsepower motors and 
ranges at two or more places simul- 
taneously without bringing the sec- 
ondary voltage below 100. 

The line was reconstructed in Au- 
gust, 1924, to provide better voltage. 
The two transformers with secondar- 
ies connected together, which had been 
erected to isolate the farm line from 
the city substation, were taken out and 
a copper line consisting of three No. 
8’s, stranded, was substituted for the 
quarter-inch Siemens - Martin iron 
wire. 

In addition to setting up the power 
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line, Northern States Power Company 
furnished about a hundred meters for 
the eleven customers served. Practical- 
ly every individual operation was 
metered to determine the amount of 
electricity used and thus find out if it 
were practical to perform that particu- 
lar operation with electric power. For 
instance, a motor used in grinding feed 
or sawing wood or for some other pur- 
pose was metered to provide a basis 
for comparison between electric power 
and power provided by internal com- 
bustion engines. 


Ox electricity on the farm was 
something entirely new, the ex- 
perimenters on the Red Wing were 
free from any inhibitions about what 
could or could not be done with elec- 
tricity. Electric motors were used for 
every purpose. They were used for 
grinding feed, shelling, husking and 
shredding corn, elevating grain, cut- 
ting ensilage, cutting roots, unloading 
hay, sawing wood and lumber, and 
even threshing. Portable motors rang- 
ing from one-quarter horsepower to 
15 horsepower were put to work on 
every possible belt job on the farm. 

A portable transformer was built to 
make possible some of these experi- 
ments. In practically every instance, 
electricity was found to be superior to 
other types of belt power. Perhaps the 
most interesting of the early experi- 
ments conducted by the pioneers on 
the Red Wing line was that of thresh- 
ing electrically. 

At first a single motor was used to 
turn the threshing machine. It was a 
15-horsepower single-phase, 1,750 rpm 
Century motor for 440 volts. This 
motor was mounted on an angle-iron 
frame, fastened to the front end of the 
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Farm Electrification Pays Its Way 


— the very start electricity paid its way. As its use increased, 

its unit cost dropped. Farmers on the Red Wing experimental 

line paid heavy electric bills and yet decreased their operating expenses. 

Electric service decreased other expenses that more than offset its own 
cost.” 





threshing machine frame and directly 
under the feeder. 

August 29, 1924, was a hot sum- 
mer’s day when this radical experi- 
ment in threshing was ready to be 
tried. At that time the high line was a 
grounded line consisting of a hot wire 
of three No. 8 copper wires twisted, 
and with a No. 4 iron messenger wire, 
grounded at each pole. The farm line 
was isolated from the city distribution 
system by the use of two high-tension 
transformers. 

When the current was turned on, 
the motor did not have sufficient power 
to pull the machine up to full speed. 
After several trials the machine was 
run empty for a while, but a few bun- 
dles of grain would slow the motor 
down, 

Investigation showed that only 258 
volts, insteads of 440, were available 
at the motor. Obviously, the trouble 
was in the transmission line. 
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HE line was rebuilt «within five 

days. The two isolating trans- 
formers were removed, the iron wire 
was replaced with three No. 8 copper 
wires twisted, and all grounds taken 
off. Threshing was started again on 
September 11th. At times the motor 
was very much overloaded, but a good 
job of threshing was done while the 
rig was only some three miles from 
the city substation. When it was 
moved as much as seven miles away, 
the motor would not carry the over- 
load, the voltage would drop to 360, 
and the circuit breaker would open the 
circuit. This happened several times 
in the course of half a day. 

In the following year the threshing 
experiment was resumed but this time 
with three motors on the separator in- 
stead of one. A 15-horsepower motor 
was used to run the feeder, a 1-horse- 
power on the fan and grain augur, and 
a 5-horsepower on the blower. This 
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worked so satisfactorily that a thresh- 
ing machine company equipped one of 
its new separators with three motors 
and this rig was used in 1926. In that 
year the high line was changed to 6,900 
volts in order to give proper voltage 
regulation. From then on electric 
threshing was a practical, trouble-free 
operation. 

Threshing with electricity, however, 
was never widely adopted and now 
that process itself has largely been 
superseded by combines. All the other 
farm uses to which electricity was put 
in those pioneer days of the twenties 
proved immediately practical and suc- 
cessful. In addition to portable motors 
for belt work, electricity was put to 
many uses about the barnyard and 
home. 

On dairy farms electric refrigera- 
tors, assembled on the spot, were in- 
stalled. Electric milking machines and 
power-driven separators were used. 
Electricity brought running water to 
the barns as well as the farm homes. 
Considerable experimentation, involv- 
ing designing and redesigning of 
pumping systems, was necessary be- 
fore the proper water pressure was 
established for both house and barn. 

For poultry raisers, electricity 
brought new mass-production possi- 
bilities. Electric incubators and brood- 
ers made possible much larger flocks 
and lighting of poultry houses in- 
creased egg production. Ultraviolet 
lights and glow heaters were used both 


in the hen house and in caring for baby 


pigs. 


N the farmhouse itself, electricity 
brought all the comforts and con- 
veniences of the city home to the farm. 
Electric water heaters, ranges, refrig- 
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erators, washing machines, ironers, 
dishwashers, and cooking devices were 
all installed at various farms on the 
experimental lines. Some of these 
pieces of equipment are still in daily 
use. 

Advent of the electric range and 
water heater brought about a radical 
change in farmhouse heating. Here- 
tofore the kitchen stove had been used 
for heating purposes as well as cook- 
ing, and perhaps only a single coal- 
burning space heater was used during 
coldest weather. With the old wood 
stove made obsolete, central heating, 
sometimes with oil-burning furnaces, 
began to be used. 

Varying arrangements of farm 
buildings at different farmsteads cre- 
ated individual wiring problems. Many 
experiments were tried on these early 
lines to find the best method of keep- 
ing up voltage, particularly where 
buildings were far apart. Some of the 
things that were painstakingly learned 
then seem elemental now, but this was 
a new venture for electricians as well 
as farmers. It was found, for instance, 
that the best place to put transformers 
was in the farmyard and that larger 
secondary wires improved voltage 
regulation. 


|= early experiments in rural 
electrification had many ramifica- 
tions. Manufacturers of farm machin- 
ery began designing implements for 
use with electricity and dealers began 
to foresee the great new market that 
was open for them on the farms of the 
nation. Even the design of farm build- 
ings changed with the coming of elec- 
tricity. ‘New barns were planned to in- 
corporate such advantages of electric- 
ity as running water, — ventilation, 


294 





PIONEER EXPERIMENTAL RURAL ELECTRIC LINES—1923 


lights, and power that responded to the 
flick of a switch. Farmhouses changed 
with the coming of such conveniences 
as running water, automatic laundries, 
adequate lights, and central heating. 


— the very start electricity paid 
its way. As its use increased, its 
unit cost dropped. Farmers on the Red 
Wing experimental line paid heavy 
electric bills and yet decreased their 
operating expenses. Electric service 
decreased other expenses that more 
than offset its own cost. 

Five farmers on this line paid elec- 
tric bills amounting to $842.77 or 
$14.04 per farm per month for 188 
kilowatt hours in 1926, and a total of 
$886.54 or $14.77 per farm per month 
for an average of 243 kilowatt hours 
per month in 1927. In 1924 the total 
electric bill was $501.23 or an average 
of $8.35 per farm per month for 98 
kilowatt hours. And yet the operating 
expenses for these farms in 1926 were 
$907.43 less than in 1924. 

Total cash revenues on these five 
farms in 1927 were 42.9 per cent 
greater than in 1924. Operating ex- 
penses for 1927 were only one per cent 
higher than in 1924 even though taxes 
increased 65 per cent. If taxes were de- 
ducted for each year, then other oper- 
ating expenses were actually 9.9 per 
cent lower in 1927 than in 1924. Final- 
ly, these farmers, with a total electric 
service cost including equipment costs 
of approximately $500 per farm in 
1927, earned net incomes 50 per cent 
greater than they had in 1924. 

Private initiative pioneered the field 
of rural electrification during the twen- 
ties. Experiments such as Northern 
States Power Company conducted 


went far toward selling farmers on the 
advantages of electricity. Average 
farm tates were consistently falling 
and steady progress was being made 
toward electrification of all farms in 
the nation. 

Then came the depression. Business 
everywhere was at a virtual standstill. 
Farmers throughout the nation were 
hard hit and particularly those in the 
Midwest where drought and dust 
storms plagued farm operations for 
several successive years. 


6 Be: depression did more than just 
halt the program of rural electrifi- 
cation. It set it back for years because 
there was not enough cash income for 
farmers to afford the outlay for elec- 
tric service. Many farmers, with great 
reluctance, discontinued or curtailed 
the use of electricity. Had it not been 
for the depression, the progress of 
rural electrification would have kept 
on apace until every farmer enjoyed 
the advantages of electricity. 

In the midst of the depression, how- 
ever, a Federal agency was born that 
hastened the day when all American 
farms would be electrified. This was 
the Rural Electrification Administra- 
tion. The distribution co-operatives ac- 
complished what no individual farmer 
could do. It made possible the build- 
ing of farm distribution networks and 
the linking of these to the transmission 
lines of investor-owned public utilities, 
municipal plants, and Federal projects. 

Since the dark days of the depres- 
sion, farm income, and the national in- 
come, have steadily improved. Elec- 
tricity has come to stay on the farms. 
What was once just an experiment is 
now an accepted necessity. 
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Washington and the 
Utilities 








OPS Backdoor Regulation 


Ks though Congress in its wisdom 
did scuttle the recent Kennedy 
amendment (in passing the new controls 
act), which would broaden OPS’s au- 
thority over utility rates, the OPS is still 
in there pitching hard. Once more it looks 
as if the OPS Utility Branch has em- 
barked on a long-range policy of getting 
into utility and carrier rate increase cases 
whenever and wherever OPS is not ac- 
tually thrown out the door. To reinforce 
this doubtful position, OPS has the 
weapon of publicity and seems quite pre- 
pared to use it, on rate increases which 
it does not approve. 

The new OPS strategy is to try to 
“crash” such proceedings on a voluntary 
or “amicus” basis, participating as active- 
ly as the regulatory authorities will al- 
low. Then, OPS can issue critical state- 
ments if it is displeased with any result- 
ing increase. Latest example is the gen- 
eral freight rate increase allowed by the 
Interstate Commerce Commission for 
eastern (9 per cent) and southern and 
western (6 per cent) railroads. Follow- 
ing this action, the OPS warned of re- 
sulting commodity price increases and 
observed that the ICC had acted despite 
the “advice” of the OPS. 

Previous to that, James G. Lyons, 
OPS regional director, had notified the 
New York Telephone Company that he 
wants “all the facts and figures” to justify. 
the company’s application to the New 
York Public Service Commission for a 
$44,000,000 rate increase. 

Regarding the freight rate increases, 
the OPS had further “advised” the ICC 
that new railroad rate increases would 
make more difficult the government’s task 
of “holding the line.” 
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One OPS official commented after the 
ICC’s action that “somebody will have to 
pay for these higher transportation costs 
—in most cases it undoubtedly will be the 
consumer.” On the other hand, the com- 
mission said it had carefully considered 
the effect on the cost of living, but had 
concluded that the railroads must have 
enough revenues to maintain “a transpor- 
tation system adequately to meet the 
needs of national defense.” 


TS OPS request in the New York 
Telephone Company Case was quite 
extensive. The regional director, Mr. 
Lyons, in a letter to the telephone com- 
pany, not only wanted all the facts and 
figures “such as you are presently claim- 
ing justify your application for an in- 
crease,” but he also asked that the com- 
pany furnish OPS with duplicate copies 
of any applications, past or future, for 
rate increases. Lyons asked the state 
commission to keep him posted on all rate 
increase applications and dates set for 
hearings on such requests. 

In addition to the New York Tele- 
phone Case, mention was made of rate 
increase applications filed since January 
26th by the Long Island Railroad, the 
New York Central, and the Hudson & 
Manhattan Railroad companies. 

Julius S. Wikler, deputy regional di- 
rector, explained the OPS’s position in 
the light of its apparent lack of authority 
to fix utility rates. According to The New 
York Times of July 27th, Wikler said 
that although the OPS may not put any 
ceilings on utility and common carrier 
rates, it is nevertheless concerned “with 
every angle that affects the American 
family’s pocketbook.” 

Wikler said the OPS wanted to par- 
ticipate in rate case hearings as “a friend 
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of the consumer.” He said OPS would 
seek to offer its own figures and valua- 
tions at public utility commission hear- 
ings and to examine and possibly chal- 
lenge those submitted by the corpora- 
tions. 

Assuming that OPS is committed to 
this program of backdoor regulation for 
putting publicity pressure on regulatory 
authorities, state commissions may be 
wondering how to deal with it. If the New 
York commission, for example, did not 
want OPS complicating its proceedings 
with advice or other voluntary contribu- 
tions, it could doubtlessly point out that 
utility rates had been regulated in New 
York for nearly forty-five years, whereas 
OPS has been in existence for only more 
than a year. 


N the basis of past accomplishment, 

the commission might also point out 
that utility rate increases have been very 
modest and, in the case of gas and elec- 
tric rates, are still below their prewar 
level, while the prices of cost-of-living 
commodities, under direct OPS control, 
have soared about 75 per cent during the 
same period. 

The inference might be plain that un- 
less and until such a Johnny-come-lately 
regulatory agency, such as the OPS, 
could show a comparable record for 
keeping down the cost-of-living prices 
(for which it ts clearly responsible under 
the law), it is hardly in a position to 
offer advice to older regulatory tribunals, 
concerning utility rates, over which Con- 
gress expressly declined to give OPS any 
authority whatever. 

But the matter is not so simple that a 
short answer would suffice, or even be 
advisable. Most state regulatory authori- 
ties would hesitate to be put in a vulner- 
able publicity position by OPS state- 
ments to the effect that these commissions 
obdurately turned a deaf ear to the OPS 
in its rdle of protector of the American 
public from spiraling living costs. The 
easier way might well be to let the OPS 
file briefs and offer advice, within reason, 
as long as it does not delay or clutter up 
the proceedings. Thereupon, the commis- 
sions would be in a position to refer to 
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their consideration of OPS arguments 
before handing down their own rate rul- 
ings. , 

The probable explanation for OPS’s 
persistent activity in this utility rate field 
is the fact that it organized a utility and 
carrier rate branch in anticipation that 
Congress would give OPS at least more 
authority to enter utility rate cases. When 
Congress failed to do so, even to the point 
of dropping the Kennedy amendment at 
the last minute, this utility branch found 
itself somewhat in the position of the lady 
contralto who brought her music to the 
party and nobody asked her to sing. So 
it would be understandable that these 
OPS officials will still try to sing their 
piece anyhow—somewhere, somehow— 
with or without express invitation. 

Of course, some members of a congres- 
sional appropriations committee, some 
time next winter, may ask some questions 
as to what authority the OPS had for 
sending counsel or experts all around the 
country on utility rate cases while its own 
statutory duties sometimes went unat- 
tended for lack of adequate staff. But that 
is a matter between OPS and Congress. 
Meanwhile, we have every expectation 
that more will be heard of OPS activity 
in utility and carrier rate cases. 


* 


Interior Rules on Gas Pipeline 
‘Permits 


HE Interior’s court battle against the 
Federal Power Commission over 
the paramount authority to issue hydro- 
electric licenses in such areas as Roanoke 
Rapids, Virginia, is headed for a show- 
down in the Fourth U. S. Circuit Court of 
Appeals next month. Despite that impor- 
tant activity, the department has opened 
up a “second front” in its battle to wean 
regulatory authority away from the FPC. 
Secretary of the Interior Chapman has 
begun firing away at the same objective, 
but in an entirely different utility field, 
in issuing a departmental order affecting 
natural gas pipelines. 
The Department of Interior announced 
on August 8th that all applicants for nat- 
ural gas pipeline rights of way across pub- 
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lic lands must agree to operate the lines 
as common carriers. The department said 
the order would apply to all applicants, 
adding that a recent contrary court ruling 
affecting the El Paso Natural Gas Com- 
pany of Texas applied only to the tech- 
nicality of including a stipulation in the 
right-of-way agreement. 

The Interior Department said the rul- 
ing did not excuse El Paso from com- 
plying with the common carrier provision 
of the Mineral Leasing Act of 1920. This 
requires that operators of pipelines across 
public lands accept the product of others 
for shipment even though they be com- 
petitors. 

The department warned of Federal 
court action to cancel a right of way if a 
pipeline operator refused to accept ship- 
ments, even from competitors. 

It will be recalled in the El Paso Case 
that the company refused to complete a 
pipeline when the Interior Department 
suddenly tried to impose conditions on 
a permit to construct its lines across gov- 
ernment lands in Arizona. Subsequently, 
a Federal court order directed the Secre- 
tary of Interior to issue a permit with- 
out the burden of such conditions. The 
Secretary did so and the company went 
ahead with its line. 

Just what the status of El Paso will be 
under the new order remains to be seen. 
Very likely a refusal to accept trans-ship- 
ments of gas by another company, as re- 
quired by the department, would precipi- 
tate a new court test: 


* 


PAD Issues Gas Curb Order 


n August 15th the Petroleum Ad- 
ministration for Defense issued 
its long-awaited order to “slow down” 
natural gas installations for new homes 
and industrial customers in a 15-state 
area and the District of Columbia. The 
states affected are Connecticut, Dela- 
ware, Kentucky, Maryland, Massachu- 
setts, Michigan, New Hampshire, New 
Jersey, New York, Ohio, Pennsylvania, 
Rhode Island, Virginia, West Virginia, 
and Wisconsin. 
The order does not take natural gas 
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service away from anyone who is now 
using it, nor does it affect the use of gas 
for cooking, water heating, refrigera- 
tion, or incidental house heating. Manu- 
factured gas is entirely exempt. So is 
natural gas heating service in homes 
started prior to August 22, 1951, as well 
as firm commitments to gas companies 
before that date. The limitation extends 
to new industrial and house-heating us- 
ers who do not get under the deadline. 
Some special consideration is given areas 
where natural gas has only recently been 
introduced or switch-overs made. 

This is done by a graduated scale lim- 
iting gas distributors to taking on 1 per 
cent more new customers served in es- 
tablished natural gas areas. In newly 
served areas of less than 5,000 custom- 
ers, there is no restriction for two years. 
In more populated newly served areas, 
up to 10 per cent additional new cus- 
tomers may be taken on during the 2- 
year period. One purpose of this pro- 
vision is to let gas appliance dealers dis- 
tribute part of their inventory. 

PAD’s task is complicated by the so- 
called Bow amendment to the Defense 
Production Act, which permits regula- 
tory commissions to handle their own 
service restrictions on natural gas as they 
so desire. 

The wording of the “Bow amendment” 
may provide the loophole. If a state de- 
clines to “certify” that it is handling all 
gas restriction problems within its bor- 
ders, the law apparently permits PAD to 
move in and issue its order for that state. 
Some of the state commissions may pre- 
fer to take such a default as the easiest 
way out. After all, the job of rationing a 
short supply is not the most politically 
popular one in the world. 

But PAD officials were hopeful that 
most of the states would actively co-op- 
erate. Future defense plant requirements 
for gas fuel in these states are an un- 
known and unpredictable factor. Thus, 
PAD will have trouble enough, planning 
over-all gas fuel supplies for the coming 
winter, without trying to square such 
plans with a variety of state commission 
requirements. On the other hand, some 
state objections are understandable. 
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And Gossip 


Telephone-answering Service 


HE Indiana Public Service Commis- 
eo has taken the lead in placing a 
restriction on telephone subscribers who 
wish to buy or install their own tele- 
phone-answering apparatus, The ruling 
came in the form of a denial of a petition 
by Mohawk Sales, Inc., to sell and install 
its patented device, “Tele-Magnet.” This 
device was to be sold (or leased) directly 
to telephone subscribers. The Indiana 
commission, in refusing to permit such 
direct deals with telephone subscribers, 
takes the position that such installations 
would conflict with long-standing tele- 
phone company service rules against so- 
called “foreign attachments.” 

The Indiana commission apparently 
takes the view that the installation of the 
“Tele-Magnet” device (which would not 
function under the control or responsibil- 
ity of the telephone company) would re- 
sult in dividing public responsibility for 
utility service. It was observed that Mo- 
hawk Sales, Inc., is not a utility subject 
to the regulatory control of the commis- 
sion. Only last month, the Indiana com- 
mission approved an alternative method 
for rendering telephone-answering serv- 
ice. This is a service which Indiana Bell 
Telephone Company, itself, is offering to 
the public for $12.50 a month—with no 
outright sale of equipment involved. Un- 
der this setup, the telephone company in- 
stalls, owns, controls, and maintains the 
automatic device, just as in the case of 
other regular telephone subscriber equip- 
ment. 

This seems to be the first case where 
astate commission has definitely endorsed 
direct telephone company operation of 
answering device service, to the exclusion 


299 


of customer-controlled equipment. Now, 
if the other state regulatory commissions 
follow suit, manufacturers of such devices 
would be forced to deal with the operat- 
ing telephone companies, instead of mak- 
ing direct sales or rentals to the public at 
large. 


iy is interesting to speculate just what 
effect all this may have on proceedings 
pending before the Federal Communica- 
tions Commission, involving the use of 
customer-controlled telephone-answering 
equipment. The FCC already has closed 
its hearings on complaints by the manu- 
facturers of “Tele-Magnet,” and several 
other similar devices, asking that the Bell 
system companies be required to permit 
the use of such equipment, Of course, 
these complaints involved only interstate 
communications. But if the state commis- 
sions began throwing out such customer- 
owned equipment at the intrastate level, 
in favor of regular telephone-answering 
service furnished by the utility, the FCC 
might find itself dealing with a moot ques- 
tion, more or less, in those states. 

It was during the FCC hearings that 
the Bell system first revealed that the 
Ohio Bell Telephone Company was of- 
fering the utility-controlled telephone- 
answering service at a monthly rate. This 
disclosure, of itself, took some of the 
steam out of the independent manufac- 
turer proposals to sell costly equipment 
direct to telephone subscribers, leaving 
the latter the responsibility for installa- 
tion and maintenance. But the FCC still 
has to decide on the original question of 
whether the Bell telephone company 
tariffs should be revised so as to permit 
the outside installations of customer-con- 
trolled equipment. 


AUG, 30, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


Red Union Members Handle 
Defense Messages 


EMBERS of a union expelled from 

the CIO for following the Com- 
munist line still have ready access to 
secret defense and diplomatic messages 
moving by telegraph and cable, Senate 
investigators recently revealed. 

In a progress report on “Subversive 
Infiltration in the Telegraph Industry,” 
they warned not only against the danger 
of interception of messages, but also of 
sabotage of vital communications facili- 
ties in case of war. 

Only brief discussion was given to the 
fact that most, if not all, secret messages 
move in code which would have to be 
broken to read an intercepted communi- 
cation. More than 260 pages of testimony, 
taken at closed-door sessions in Washing- 
ton and in New York during May and 
June, were made public by the Senate 
Internal Security Subcommittee. 

Witnesses identified seven officers of 
the American Communications Associa- 
tion, including International President 
Joseph P. Selly, as Communists or former 
Communists. 

The ACA, an independent union, was 
expelled from the CIO in the spring of 
1950 on the ground that it followed the 
Communist line. The subcommittee rec- 
ommended that legislation be prepared to 
prevent the certification as a bargaining 
agent under the Taft-Hartley law of any 
organization found “by an appropriate 
agency of the government to be Com- 
munist-controlled.” 

Chairman McCarran said in a state- 
ment accompanying the subcommittee’s 
report that the inquiry had revealed that 
“Communist agents and sympathizers 
have ready access to the nation’s most 
jealously guarded defense and diplomatic 
secrets.” 

The ACA, with 9,000 to 11,000 mem- 
bers, has labor contracts with the West- 
ern Union Telegraph Company for its 
metropolitan New York division, with 
Western Union Cable Company, a sub- 
sidiary; with Radio Corporation of 
America Communications, an RCA sub- 
sidiary engaged in international com- 
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munications; and the French Cable 
Company. 


OsEPH T, LENAHAN, testing and regy. 
lating technician for Western Union, 
was asked by Richard Arens, subcommit- 
tee counsel, if information transmitted 
over supposedly private lines leased by 
government defense agencies is available 
to employees who are members of the 
A. 


“That information is available to all of 
those employees,” replied Mr. Lenahan, 
who is not an ACA member. As for pri- 
vate circuits leased by the government 
from Western Union, Mr. Lenahan said: 
“Any telegraph and radio testing and 
regulating man in the Western Union 
could cut in a teleprinter for the purpose 
of testing and regulating.” 

J. L. Wilcox, Western Union vice 
president in charge of employee relations, 
testified that about 5,500 company em- 
ployees in the New York area are repre- 
sented by the ACA. 

John H. Waters, general attorney for 
Western Union, said the ACA has filed 
the required non-Communist affidavits 
and is in compliance with the Taft-Hart- 
ley Act. He said the National Labor Re- 
lations Board has held “that even though 
an employer knows or suspects that such 
a union is Communist or Communist- 
dominated, it still is obligated to bargain 
with them.” 

William Steinberg, president of the 
American Radio Association, a CIO 
union with about 2,000 members, testified 
that the CIO did not contend nor find that 
the rank-and-file members of the ACA 
were Communists. He was a leader in 
the move to expel the ACA from the C10. 


. 


New Telephone Rate Formula 
In Michigan 


2 Michigan Public Service Con- 
mission has recently handed down 
an interesting concept of permissible rate 
increases for telephone companies. The 
net effect of the increase was to allow 
the Union Telephone Company of Owos- 
so, Michigan, additional revenues in the 
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EXCHANGE CALLS AND GOSSIP 


amount of $580,567. The resulting oper- 
ating income was estimated to provide 
approximately an 8 per cent return on 
an average net plant investment (plus 
working capital, materials, and supplies) 
of $7,207,897. 

The most interesting feature of this in- 
dependent telephone company rate in- 
crease, however, is the commission’s de- 
cision as to the company’s requirements 
to attract new capital for necessary plant 
investment and expansion. The commis- 
sion said : 


The applicant [telephone company] 
has alleged that its earnings must be 
sufficient to attract investors to supply 
the capital for the construction and im- 
provement of its facilities in the future. 

With respect to the costs of various 
classes of capital, there is little differ- 
ence of opinion between witnesses. It 
appears from the testimony that a re- 
turn of 3.6 per cent on indebtedness 
represented by mortgage bonds, 5.7 
per cent upon capital represented by 
preferred stock, and from 10 to 12 per 
cent on the equity investment, repre- 
sented by common stock and surplus, is 
required by the applicant upon suitable 
proportions of such securities. Such 
earnings will maintain the company’s 
credit at a level which will permit it to 
enter the security market and acquire 
additional capital from time to time by 
the issuance of stocks and bonds in such 
proportions as to afford reasonable in- 
come protection for the bondholders 
and secure a favorable over-all cost. 


After calculating these requirements 
in terms of each class of outstanding se- 
curity (bonds, preferred, and capital 
stock, respectively ), the commission came 
up with the total requirement, $580,567. 

he opinion concluded : 


It is apparent to the commission that 
prices of materials, equipment, sup- 
plies, services, and the wage of em- 
ployees, together with taxes, have in- 
creased greatly since the last rate re- 
lief was afforded to petitioner. 

It is the policy of the commission to 
approve rates which are required for 
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a sound credit standing so that the util- 
ity may attract the capital necessary 
for its plant rehabilitation, dial conver- 
sion, and expansion to better serve 
present customers and to furnish serv- 
ice to applicants whose orders are be- 
ing held because of facility shortages. 
Should the company’s net earnings 
prove in time to be too high, or should 
there be a marked reduction in the cost 
of capital, the commission will not per- 
mit excessive, unjust, or unreasonable 
rates to be charged to the public, but 
will take prompt action to reduce them, 
and should events turn in the opposite 
direction, the company always has re- 
course to the commission, for regula- 
tion is a continuing process. 


* 
Office Buildings Need Special 


Permits 


‘oe companies are included 
among those which must obtain spe- 
cial NPA authority, on Form CMP-4C, 
before beginning construction on their 
nonoperating building structures. Such is 
the interpretation which must be made 
in the light of the new NPA construction 
limitation order, M-4A, released early in 
August. This order expressly exempts 
public utilities only in the case of oper- 
ating structures. Section 8 of this order 
enumerates the folowing exemptions: 
(a) “Construction of electric power-gen- 
erating projects, which is subject to NPA 
Order M-50.” (b) “Construction of fa- 
cilities for the production, processing, re- 
fining, and distribution of petroleum and 
gas, which is subject to NPA Order 
M-46B.” (c) “Operating construction in 
connection with communications facilities 
which is subject to NPA Order M-77.” 
Other building construction, by tele- 
phone companies and other utilities, must 
file for special NPA authority. The De- 
partment of Defense and the Atomic En- 
ergy Commission are the only ones en- 
tirely exempt. Commercial office build- 
ings, warehouses, and garages are among 
the types of nonoperating structures for 
which utilities will have to file Form 
CMP-4C, and probably NPAF-24A. 
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Annual Utility Publications 


TX annual publications of special 
interest to utility analysts have been 
published recently: (1) the Edison Elec- 
tric Institute’s Statistical Bulletin No. 
18, part of which was released earlier in 
preliminary form; (2) J. Samuel Hartt’s 
“Market Analysis of Common Stocks of 
Public Utility Companies”; and (3) C. 
A. Turner’s book Financial Statistics of 
Public Utilities. 

The EEI Bulletin gives the usual de- 
tailed statistics on generating capacity and 
output, fuel, construction expenditures, 
sales and revenues, high-voltage trans- 
mission lines, and financial tables. The 
financial statistics include composite bal- 
ance sheet and income statements for all 
class A and B electric utility companies 
for seven years during the period 1938- 
49, taken from FPC sources. (The com- 
mission’s statement for 1950 should be 
available shortly.) The institute’s own 
income statement, covering all the years 
1926-50, differs from the FPC statement 
both in arrangement and in amounts, For 
example, the EEI statement is adjusted 
to give 100 per cent coverage for the in- 
dustry so that its figures run about 2 per 
cent higher than those of the FPC, which 
include only the larger companies. Thus 
1949 net operating revenue was $890,- 
000,000 on the FPC basis and $900,000,- 
000 in the EEI statement. However, the 
opposite is true of the figures for reve- 
nues and operating expenses—the FPC 
figures are considerably larger than the 


AUG. 30, 1951 


Financial News 
and Comment 


By OWEN ELY 


EEI’s since the institute omits intercom- 
pany sales and expenditures and the com- 
mission does not. 


te institute gives its usual analysis 
of operating expenses by depart- 
ments, together with a breakdown of tax 
payments and the percentage of revenues 
paid out in taxes. Details of 1946-50 fi- 
nancing by electric utilities are shown 
(based on reports in the Financial Chron- 
icle), as are also the capitalization ratios 
for electric utilities over the period 1938- 
49. Cost trends of electric utility con- 
struction for the entire period 1912-51 
are shown for major U. S. areas: It is 
interesting to note that in the North At- 
lantic division construction now costs 4.6 
times as much as in 1911, while other 
areas are not far out of line with this 
trend. 

Mr. Hartt’s 108-page tabulation pre- 
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sents the usual setup. Each page shows 
astandard form with 107 items covering 
the details of plant account, net current 
assets, capitalization, Moody bond rat- 
ings, the income account, and various 
common stock data. Each item is shown 
in dollar amount and also as a “per cent 
or per share” figure. Coverage ratios 
show the number of times income deduc- 
tions are earned, also income deductions 
and preferred dividends, and preferred 
dividends only. Share earnings and divi- 
dends are shown for the past five years. 
The percentage of common stock of each 
company held by the public is shown, and 
also the number of years the stock has 
been traded in. (Unfortunately, however, 
the highest figure shown is “over five 
years.”) Earnings and dividend ratios 
are both shown in two ways, divided into 
price and divided by price. 

An interesting figure is the total mar- 
ket valuation of all securities for each 
company. In some cases this consider- 
ably exceeds net plant account : Houston 
Lighting’s securities are valued at $162,- 
000,000, compared with net plant account 
of $118,000,000. On the other hand, Con- 
solidated Edison of New York has total 
security values of $1,117,000,000 versus 
a net plant of $1,203,000,000. This wide 
difference seems due to varying regula- 
tions in Texas and New York. 


__ 4, 5, and 6 of the Hartt report 
contain summary statistics for 137 
electric companies, 14 natural gas pipe- 
line companies, 28 natural gas retail com- 
panies, 22 manufactured gas retail com- 
panies, 14 telephone companies, 13 water 
companies, 16 bus companies, and 3 street 
railway companies (the two latter groups 
omitting deficit companies). The total 
market value of all securities for each 
group (not including holding compa- 
nies), in dollars, is as follows: 
Electric Utility Cos. .......... 
Natural Gas Pipeline Cos. .... 
Natural Gas Retail Cos. ...... 
Manufactured Gas Retail Cos. . 
oe tee 
DY :chsctebndmeaibike 244,000 
| EN 317,000 
Street Railways Cos. ......... 84,000 


$16,128,000 
2,104,000 
1,414,000 
273,000 
1,419,000 
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Turner’s 377-page Financial Statistics 
presents statistical data for the period 
1944-50 ‘for about 186 electric and gas 
companies, including 12 holding compa- 
nies. On page 4 appears a summary tabu- 
lation for operating companies and hold- 
ing companies. The following operating 
company ratios for 1950 may be of inter- 
est: 

No. Times Earned 
—Long-term Debt Interest 
—Fixed Charges i 
—Fixed Charges and Pfd, Div. ...... 2.82 

Deprec. Expense As % of Oper. Revenue 8.98 

Deprec. Expense As % of Utility Plant 2.27 

Deprec. Reserve As % of Utility Plant 19.39 

Maintenance As % of Oper. Revenue .. 6.64 

Taxes As % of Operating Revenue .. 18.77 


> 


Explanation of Charts 


HE chart on page 304 shows the 

trend of monthly sales of electricity 
to various groups of ultimate consumers 
by all utilities (public and private) for 
1928-50. Each of the curves is independ- 
ent, and the top curve represents indus- 
trial sales only, not the total of all sales. 
The small inset chart in the top left 
corner shows the trend of all kilowatt- 
hour sales by months for 1940-51, and 
indicates the amount attributed to war 
production during 1940-45 and also in 
1950-51. 

The other chart; on page 305, shows 
the trend of electric utility earnings by 
years for 1939-51, and by months for 
1950-51. The monthly figures for divi- 
dends are estimated on the basis of the 
quarterly reports of the Federal Power 
Commission, and may not be very accu- 
rate. (The figures seem very large for 
the last quarter of 1950, since few elec- 
tric utilities pay year-end special divi- 
dends.) The monthly figures for sur- 
plus may also be out of line, reflecting 
any inaccuracy in the dividend figures. 

Preliminary figures for the month of 
June have just been received, too late to 
include in the chart. Revenues approxi- 
mated $422,000,000, an increase of 9.6 
per cent over last year. Revenue deduc- 
tions (operating expenses, depreciation, 
and taxes) showed a gain of 11.2 per cent. 
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Gross income was down 2.5 per cent, and 
net income ($63,000,000) was off 6.1 per 
cent, although $2,000,000 larger than in 
May, 1951. 

In connection with the line “balance 
for common,” it is again pointed out that 
if it were possible to convert the figures 
to an “earned per share” average, the de- 
crease in 1951 as compared with 1950 
would be greater than indicated in the 
chart, since there are a larger number of 
common shares now outstanding. 


* 


Financial Ratios in Annual 
Reports 


EFERRING to the article in this depart- 
ment on annual reports in the April 

26th issue, Iowa-Illinois Gas & Electric 
Company is now publishing a page of 
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“financial ratios.” The list, which in- 
cludes the following items, may be of in- 
terest to other utility companies: 
Earnings per share 
Dividend per share 
Dividend per cent of earnings 
Price range—high 
—low 
—close 
Price-earning ratio—at high 
—at low 
—at close 
Dividend yield—at high 
—at low 
—at close 


Gross income times interest paid 
Gross income times interest as of Dec. 31 
Gr. inc. times int. & pfd. div. paid 
Gr. inc. times int. & pfd. div. as of Dec. 31 
Book value 
Capitalization— 

lst mtg. bonds 

Unsecured debt 

Preferred stock 

Common equity 


MONTHLY SALES OF ELECTRICITY TO ULTIMATE CONSUMERS 
BY ALL UTILITIES, PUBLIC AND PRIVATE 
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EPT exemption—taxable income per share 
Excess profits tax per share 

Maintenance % gross revenues 

Depreciation % gross revenues 
Maintenance % average plant 

Depreciation % average plant 

Taxes % gross revenues 

Net in. % gross revenues 

Earnings for common % gross revenues 


Electric revenues % total 
Gas revenues % total 
Transportation revenues % total 


Electric plant % total 
Gas plant % total 
Transportation plant % total 


* 


Natural Gas Companies’ Net 
Earnings Declined in May 


| Bp pew a gain of 23.1 per cent in 
revenues for the month of May as 
compared with last year, the net income 
of all class A and B natural gas compa- 
nies declined 9.5 per cent in that month 
as compared with last year. Purchased 
gas cost the companies 39.3 per cent more 
than a year ago, salaries and wages were 
up 17.8 per cent, and other expenses 
gained 16 per cent. While Federal income 
taxes were 32.9 per cent higher, other 
taxes showed smaller increases so that the 
average tax gain was 27.2 per cent. Fixed 
charges were up 20.3 per cent. 

For the twelve months ended May 31st, 
the picture was more favorable. Revenues 
gained 25.1 per cent, while expenses were 
up only 23.8 per cent, permitting net in- 
come to increase 13.9 per cent. 

Higher prices for purchased gas are a 
serious handicap for the industry at a 


time when income taxes are also taking 
a heavy toll of earnings. This raises the 
obvious question of passing these higher 
costs to the ultimate consumer to avoid 
reduced net earnings, making it difficult 
to finance the needed construction pro. 
gram. 
a 


Effect of Utility Tax Increases 


, gee to the monthly letter on 
economic conditions, published in 
July by The National City Bank of New 
York, few people have any idea of the 
vast amounts of direct and indirect taxes 
paid by large corporations. Taxes paid 
or accrued in 1950 by these corporations 
totaled over $12 billion. The figures in- 
clude Federal, state, local, and foreign 
taxes of seemingly endless variety. 
The tendency to pass on these in- 
creases may be seen from the statistics 
of income covering all corporate busi- 
ness in years of comparable activity. 
Of utilities, the letter stated: 


In the case of public utility com- 
panies, whose rates charged are fixed 
by local regulatory authorities to yield 
a fair rate of return after deducting 
all operating expenses including in- 
come taxes, an increase in Federal 
taxes would not only have to be passed 
on to the public, but would actually 
require twice as large an increase in 
the revenues before taxes required to 
yield the same return. This is because 
every dollar of increased income is it- 





U. S. Long-term Bonds—Taxable 
Utility ae 


Utility Preferred Stocks—High-grade .. 


Utility Common Stocks 


CURRENT YIELD YARDSTICKS 


Recent 


—Medium-grade 4.42 : ‘ 4.25 
5.90 


Latest available Moody indexes are used fot utility bonds and preferred stocks ; 
Standard & Poor’s indexes for government bonds and utility common stocks. 


1951 Range 1950 Range 
High L High Low 
2.70% 2.42% 2.15% 
3. : 2.69 2.55 

. . 2.74 

' 7 2.87 

3.21 
3.82 


6.43 
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LIST OF UTILITIES WHOSE EXECUTIVES HAVE DELIVERED TALKS 
bEFORE THE NYSSA* IN 1950-51 


Company Executive Date 


American Gas & Electric Co. ....... Philip Sporn, President January 31, 1951 
American Telephone & Telegraph Co. .D. R. Belcher, Treasurer March 22, 1951 
Atlantic City Electric Co. ........... B. L. England, President 

eS terre Tames V. Toner. President 

Brooklyn Union Gas Co. .........0.- B. G. Neilson, Vice President May 11, 1951 
Central Hudson Gas & Electric Co, .. Ernest R. Acker, President April 5, 1950 
Central Illinois Public Service Co. ..M. S. Luthringer, President June 13, 1951 
Central Maine Power Co. ........... William F. Wyman, President Pre 23, 1951 
Central & South West Corp. ........ John S. Osborne, President : 

Cincinnati Gas & Electric Co. ........ Walter C. Beckiord, President Rhone 24, 1950 
Cleveland Electric Illuminating Co. .. Elmer L. Lindseth, President November 15, 1950 
Columbus & Southern Ohio Elec. Co. .J. B. Poston, President 

Commonwealth Edison Co. .......... J. Harris Ward, Secretary 

Consolidated Edison Co. of N. Y. ....H. S. Sutton, Treasurer Januarv 13, 1950 
Consol. Gas, E. L. & P. Co. of Balt. ..H. L. Gruehn, Vice President June 12, 1950 
Consolidated Natural Gas Co. ......F. H. Lerch, Tr., President June 14, 1950 
Consumers Power Co. .........ee0e. Tustin R. Whiting, President April 19, 1950 
Delaware Power & Light Co. ........ Stuart Cooper, President March 28, 1951 

EF] Paso Electric Co, ......cccccccces F. C. Womack, President September 18, 1950 
El Paso Natural Gas Co. .......e.e0- Paul Kayser, President March 1, 1950 
General Public Utilities Corp. ....... A. F. Tegen. President February 28, 1951 
Illinois Power Co. Allen Van Wvck, President 

lowa-Illinois Gas & Elec. Co. ......C. P. Conrad, President 

lowa Power & Light Co. ...........- N. B. Gussett, President 

Kansas City Power & Light Co Harrv B. Munsell, President ’ 

Kansas Gas & Electric Co. M. F. Gill, President May 29, 1951 
Kentucky Utilities Co. R. M. Watt, President May 3, 1950 
Laclede Gas Co. L. C. Peters, Vice President June 6, 1951 
Minnesota Power & Light Co. M. L.. Hibbard, President March 15, 1950 
Mississippi River Fuel Corp. ........ W. G. Marbury. President May 10, 1950 
Montana Power Co. J. E. Corette, Jr., Vice President ... April 26, 1950 

New England Electric System Irwin L. Moore, President April 11, 1951 

New York State Elec. & Gas Corp. ..T7. M. Bell, Jr., President May 24, 1950 
Niagara Mohawk Power Corp, ...... Earle T. Machold, President January 24, 1951 
Oklahoma Natural Gas Co. .......... Joseph Bowes, President October 11, 1950 
Pacific Gas & Electric Co. .......++.-F. T. Beckett, Treasurer December 6. 1950 
Pacific Lighting Corn. .......--+..e0- Rohers A. Hornhy, Exec. Vice Pres. . November 10, 1950 
Panhandle Eastern Pipe Line Co. ... Leslie T. Fournier, Vice President .. November 8, 1950 
Pennsylvania Power & Light Co. ... Charles E. Oakes. President October 25. 1950 
Peoples Gas Light & Coke Co. ......7. F. Oates, Jr.. Chairman April 12, 1950 
Peninsular Telephone Co. .......... C. D. Brorein, President April 25, 1951 
Philadelphia Electric Company H. B. Brvans, President June 20, 1951 
Public Service Electric & Gas Co, ....Lvle McDonald, Vice President .... February 8, 1950 
Southern California Edison Co. W. C. Mullendore. President September 27. 1950 
Southern Natural Gas Co. ........... C. T. Chenery, Chairman January 18, 1950 
Southern Union Gas Co. ........+0: C. H. Zachry, President October 20. 1950 
Suburban Propane Gas Corp. ........ a Anton, President December 20, 1950 
Texas Eastern Transmission Corp, ..R. H. Hargrove, President November 22, 1950 
OS eae N.C. McGowen, President March 22, 1950 
Utah Power & Light Co. ........... G. M. Gadshv, President March 27, 1950 
Washington Gas Light Co. .......... Everett J. Boothby April 18, 1951 
West Penn Electric Co. ........++0. Earle S. Thompson, President November 29, 1950 
Wisconsin Electric Power Co. ...... G. W. Van Derzee, President 

Wisconsin Power & Light Co. ....... G. C. Neff, President March 16, 1951 


Other Talks 
Comments on the Current Util. Scene . Donald C. Cook, SEC Commissioner . March 29, 1950 
Federal Power Commission Nelson Lee Smith, Commissioner .... December 8, 1950 
Federal Power Program William E. Warne, Asst. Sec’y, 
ny, Dept. of the Interior October 13, 1950 
Utilities of the Pacific Northwest ...Marvin Chandler May 25, 1951 


*New York Society of Security Analysts’ luncheon forums. 
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self half absorbed by the Federal taxes. rate, as now proposed, would require 
For example, a utility system with about $1,100,000 of taxable income. 
taxable income of $1,000,000 now pays Thus, what upon the surface appears 
at the 47 per cent normal and surtax to be an increase of only 5 points, or 
rate approximately $470,000 in Fed- $50,000, actually turns out to be an 
eral income taxes and has $530,000 increase of $100,000 in payments by 
left. For it to have the same amount the public and in Federal taxes coj- 
after paying taxes at a 52 per cent lected. 
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Carolina P. & L. 

Central Ill. P. S. 
Connecticut L. & P. 
Columbus & S. Ohio Elec. 
|e } eee 
Florida P. & L. 

Gulf States Util. 

Houston L. & P. 
Indianapolis P. & L. ...... 
Illinois Power 

Kansas City P. & L. ...... 
Kansas Pr. & Lt. 

Long Island Lighting .... 
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Averages 


Revenues $5-$10,000,000 


Arkansas Missouri Power . 

Central Louisiana Elec. ... 

Central Vermont P. S. .... 

Community Pub. Ser. ..... 

El Paso Electric 

Empire Dist. Elec. ....... . 
Iowa Southern Util. ...... 174 1.20 
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(Continued) About Rate ield Period 


Lawrence G. & E. 2.40 6.7 3.10d 
Lynn G. & E. 2.00 2.12d 
Madison Gas & Elec. 1.60 2.31d 
Northwestern P. S. ; 1.29je 
Penn Water & Power .... 2. 2.23d 
Pub. Ser. of New Mexico 1 1.63m 
Rockland L. & P. 72je 
St. Joseph Lt. & Pr. ...... 1.97je 
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Colorado Central Power. . 
Concord Electric 
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Eastern Kansas Utils. 
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Frontier Power 

Green Mountain Power .. 
Haverhill Elec. 

Lake Superior Dist, Pr. .. 
Lowell Elec. Lt. 

Maine Public Service .... 
Michigan Gas & Elec. .... 
Missouri Edison 
Missouri Public Ser. 
Missouri Utilities 
Newport Electric 

Sierra Pacific Power .... 
Southern Colo. Pr. 
Southwestern El. Ser. ... 
Upper Peninsula Power.. 
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Averages, five groups . 


Canadian Com panies*® 


C Brazilian Trac. L. & P. ... 
C Gatineau Power 

C Quebec Power 

C Shawinigan Power 

C Winnipeg Electric 


d—December, 1950. m—March, 1951. a—April, 1951. my—May, 1951. je—June, 1951. 
B—Boston exchange. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New 
York Stock Exchange. E—Estimated. NC—No comparable figures available. *All twelve 
months’ earnings comparisons have been adjusted to reflect in both periods the present num- 
ber of shares outstanding. If additional common shares have been recently offered, earnings 
are adjusted to give effect to the offering. **While these stocks are listed on the Curb, Canadian 
prices are used, (Curb prices are affected by exchange rates, etc.) +Does not fully reflect 
$7,000,000 gas rate increase effective February 18, 1951. Earnings on average shares outstanding 
$2.38; price-earnings ratio on this basis 13.9 and dividend pay-out 84 per cent. #Earnings on 
average shares outstanding $4.96, price-earnings ratio on this basis 12.1, and dividend pay-out 
61 per cent. 
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What Others Think 


The Utilities’ Tax Case 


HE tax bill as passed by the House 
Tis Representatives of the Eighty- 
second Congress may well prove to be one 
of the most controversial tax bills con- 
sidered by Congress in recent times, The 
increased defense load and the constant 
threat of more inflation has put the Con- 
gress more or less on the spot to make 
the finally passed tax bill a double-acting 
remedy for the country’s fiscal ills—a 
cure-all for the inflation illness and a 
tonic to insure continued good health to 
meet the defense burden in the days 
ahead. 

The electric light and power industry 
had its suggestions as to how the Senate 
Finance Committee might attack this 
problem and its case was ably presented 
before the Senate Finance Committee by 
Charles E. Oakes, president of the Penn- 
sylvania Power & Light Company and 
chairman of the special tax policy com- 
mittee of the Edison Electric Institute. 
Oakes’ testimony centered around the 
following points : 


1. The Senate Finance Committee 
should confirm the action of the House 
in eliminating the inequitable and bur- 
densome 34 per cent electrical energy 
tax. 

2. Small investors should be encour- 
aged to save and invest in Ameri- 
can enterprise by allowing a small ex- 
emption for dividends received. 

3. Changes in the tax law should not 
be made retroactive. 

4. The existing unfair discrimina- 
tion against the tax-paying electric 
light and power companies should be 
eliminated by removing the tax exemp- 
tion now enjoyed by public bodies en- 
gaged in the power business. 

5. Congress should reduce spending 
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for nondefense items and limit corpo- 
rate tax rates to present levels. 


AKES pointed out that, like all indus- 

try, the electric power and light 
companies include taxes in the rates 
charged for their product, for they have 
no other source of funds. Therefore, taxes 
imposed directly on the electric compa- 
nies become taxes on the consumers of 
electricity. 

To demonstrate this, the utility ex- 
ecutive presented a chart which showed 
that on the average nearly one-quarter 
of the amount the customers of the elec- 
tric companies will pay for electricity in 
1951 will go for taxes. 

The Pennsylvania power man pointed 
out some of the results of the repeal of 
the 34 per cent excise tax on electrical 
energy (as recommended in the House 
bill under consideration by the Senate 
group): : 


1. The 34 per cent electrical energy 
tax was deductible in its entirety, just 
like operating expenses, before deter- 
mining the income subject to Federal 
income taxes. Its removal will, there- 
fore increase Federal income taxes be- 
cause it will increase the income sub- 
ject to such taxes. 

2. Contrary to the report from the 
House Ways and Means Committee 
that the elimination of the energy tax 
will reduce the Federal revenue by 
$104,000,000 annually, the Federal in- 
come will only be reduced by $50,000,- 
000, since $54,000,000 of this will be 
paid in Federal corporate income taxes. 

3. The elimination of the tax re- 
moves some of the discrimination be- 
tween customers of the privately owned 
systems and the customers.of the pub- 
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lic systems who do not have to pay 
this energy tax. 


AKES then went on to explain the 

difference between the utility busi- 
ness and ordinary businesses in terms of 
the per cent of the tax dollar income that 
must be set aside. He also stressed that 
the electric companies’ average require- 
ment of $4.9 for each dollar of annual 
revenue, is forty-five-times greater than 
the 9-cent requirement of the retail gro- 
cery chain. 

He also observed the essential differ- 
ence between the utilities and ordinary 
lines of businesses where abilities to ab- 
sorb tax increases were concerned. He 
stated : 


The electric utility companies are 
regulated businesses, with their rates 
fixed by law. To obtain rate increases 
requires regulatory commission action, 
and this takes time. This lag in itself 
is serious, but if it is further com- 
pounded by the enactment of a retro- 
active tax bill, the resulting malad- 
justment in our industry could well be 
critical. While part of our economy is 
now subject to wartime regulation, the 
greater part is not, and, in any event, 
change in the price charged for goods 
by an ordinary business is a much more 
simple process than it is for a regulated 
utility. 

Oakes then outlined the effect of any 
tax increase on the financing and expan- 
sion program of the electric power indus- 
try. 
He pointed out that in 1950 the elec- 
tric light and power companies did over 
27 per cent of all the new money corpo- 
rate financing in this country, although 
on a receipts basis they are less than one 
per cent of the total of all corporations in 
this country. He observed that in order 
to secure new money at favorable rates, 
the companies must demonstrate that 
their present earnings and future pros- 
pects are good. If earnings show evidence 
of deteriorating, the cost of new money 
will go up, and, in the end, will cease to 
be available at any reasonable price. 
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pe power executive then pointed 
out that the margins remaining after 


expenses—the amount available for rent 
of capital and for earnings—have been 
steadily decreasing. The chart (see cut, 
page 313) he used to demonstrate his 
point showed that on the basis of 1950 
figures for the individual light and power 
companies, adjusted to reflect the effect 
of the pending tax bill (showing the 
ratios of the earnings of the companies, 
after depreciation and taxes, to plant ac- 
counts), less than 5 per cent of the indus- 
try had margins greater than 6 per cent. 
Nearly two-thirds had margins less than 
5 per cent. Oakes continued: 


Should the pending bill become law 
electric companies all over the nation 
would be forced to apply to their regu- 
latory bodies for increased rates. De- 
lays would be unavoidable. Earnings 
would be impaired, thus making financ- 
ing difficult or impossible, and slowing 
down or halting essential portions of 
the construction program. This would 
be a national disaster. 


Oakes appealed to the Finance Com- 
mittee of the Senate to consider the effect 
of the retroactive provisions of the House 
tax bill on the regulated electric light and 
power industry. He pointed out that regu- 
latory bodies do not grant retroactive rate 
increases and that any changes in the tax 
rates which the committee may find neces- 
sary should take effect after the passage 
of the bill. 


Tro former Edison Electric Institute 
president then offered some sugges- 
tions as to how the need for future in- 
creases in taxes could be eliminated or, 
at least, minimized. He advocated a re- 
duction in nonessential government ex- 
penditures. He noted that the constant 
increases in corporate and personal in- 
come tax rates which have taken place in 
recent years are “drying up” the sources 
of creative capital. 

As an illustration of this he showed a 
chart with a reproduction of a recent ad- 
vertisement which appeared in a New 
York newspaper. The advertisement pro- 
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moted the sale of tax-free securities by 
emphasizing the tax discrimination which 
exists against electric light and power 
companies. The advertisement played up 
the impending tax bill (under considera- 
tion by the Congress) by implying that 
the proposed increase in personal income 
tax rates should impel the investor to buy 
the tax-free bonds. 

He further noted that in addition to 
the increased personal income tax rates 
diverting personal savings into tax pay- 
ments, it appeared that the man with a 
large income has been getting out of in- 
vestments in corporate equities. The only 
reason for such a person to own stock, 
according to Oakes, is for pure specula- 
tion where gains are subject to the capital 
gains tax. This man is not interested in 
the income from dividends, for such in- 
come is almost entirely taxed away. 

He suggested that the new tax law be 
drafted so as to encourage savings by the 
citizens of moderate means. A way to ac- 
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complish this, according to Oakes, would 
be to give the little fellow a specified ex- 
emption for dividends received. 

The utility executive then discussed 
tax discrimination in the electric power 
field. He pointed out that the Federal, 
municipal, and rural co-operative seg- 
ments of the industry did not pay Fed- 
eral taxes. He referred to President Tru- 
man’s 1950 tax message to Congress 
when he said: 


A tax concession to a favored few is 
always unfair, but it becomes a gross 
injustice against the rest of the popu- 
lation when tax rates are high. The 
case for the elimination of these in- 
equities would be strong even if there 
were no need for replacement revenue. 


AKES went on to say that due to these 

tax inequities, which during the last 
fifteen years have steadily increased in 
extent and significance, 47 electric com- 
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panies have been taken over in their en- 
tirety, 23 electric companies have lost 
large and important segments of their 
property, and a considerable number of 
others have lost minor segments to power 
enterprises owned and operated by public 
bodies. Oakes demonstrated this increas- 
ing growth of the public systems with a 
chart. (See cut, page 315.) He continued: 


The time to end this tax discrimina- 
tion is now. It is only human nature to 
object violently to losing some special 
privilege which gives to its owner a big 
advantage over his neighbor. If the 
public power empire is to grow in size 
and political strength, it will be in- 
creasingly difficult to right this wrong. 


The utility official concluded by point- 
ing out that the extension of Federal 
taxes to power businesses conducted by 
public bodies would bring in badly needed 
tax revenues from a segment of our peo- 
ple which is not paying its full share of 
the cost of the Federal government. 


Commissioners Speak Up on Taxes 


HE state commissioners, those fel- 
lows who would have the unpopular 
duty of granting rate increases to the 
utilities should the corporate tax percent- 
age be raised, had something to say about 
the proposed tax bill, too. John H. 
Hessey, chairman of the Maryland Pub- 
lic Service Commission, represent- 
ing the National Association of Railroad 
and Utilities Commissioners, told the 
Senate Finance Committee that only a di- 
rect excise tax on the consumer of utility 
services would prevent the various state 
commissions from granting rate in- 
creases. He also added that the associa- 
tion recommended that this excise be im- 
posed on all users of utility services— 
publicly and privately operated. 
Hessey stated that the NARUC is 
fully cognizant of the current need which 
Congress faces to raise revenue by taxa- 
tion, and it does not oppose its efforts to 
raise the necessary funds. He added that 
the regulatory commissions of the coun- 
try, which are empowered to regulate the 
rates charged to the public by the gas, 
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electric, communications, water, steam. 
heating, transportation, and other public 
utilities serving the American public, are, 
nevertheless, vitally interested in the 
method by which those funds are to be 
obtained. 

The commissioner pointed out that 
since the patrons of the utility companies 
have, of necessity, already been subjected 
to numerous increases in rates, chiefly 
because of increased labor and material 
costs and higher taxes, it is imperative 
that no further increases be allowed. He 
went on to say that it is the duty of the 
commissions to serve the people in their 
respective jurisdictions and to render de- 
cisions primarily for the benefit of the 
people, but that there is a corresponding 
duty which requires the commissions to 
allow a regulated utility a reasonable re- 
turn on the fair value of its property, used 
and useful in the interest of the public. He 
continued that to fail in this latter duty 
would be exercising unconstitutional au- 
thority, and would amount to taking pri- 
vate property without just compensation. 
Hessey added: 


Any additional tax imposed upon 
regulated public utilities will, generally 
speaking, reduce their net income be- 
low the amount which the several state 
regulatory commissions have fixed as 
a fair and reasonable return to the util- 
ity. Therefore, if an increased income 
tax rate is made applicable to regulated 
utilities, it would be mandatory on the 
several state commissions to allow an 
increase in rates, in order to enable 
them to earn a reasonable return. Upon 
a failure of the commissions to do so, 
resort could be had to the state and 
Federal courts, and such courts would 
be compelled to reverse the commis- 
sions. 


a commissioner then explained the 
commissions’ position in favoring an 
excise tax. He pointed out that such a tax 
would not require them to increase rates 
and would be a just and fair solution. He 
emphasized that to assess additional taxes 
against the regulated utilities would re- 
quire them to collect more than double 
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the amount of taxes from their customers, 
and all of this additional sum would be 
paid to the government. He called this 
“unjust discrimination against regulated 
utilities” —a double obligation on the peo- 
ple (customers) themselves. He asked: 


Why force regulated public utilities 
to apply to state regulatory bodies for 
mandatory increases requiring that 
customers pay more than double the 
tax which Congress seeks to secure by 
an increase in the income tax rate? 


In conclusion Hessey urged that an 
excise tax was the answer to increased 
revenue from utilities and that this excise 
tax should fall on all users of the services 
of all utilities, regardless of the nature of 
the ownership or operating organization 
of the utilities. He further pointed out 
that if it is not so imposed, then the cus- 
tomers of a co-operative group or govern- 
ment-owned utility would be favored, for 
neither such utility nor the consumer 


would pay any part of an increased in- 
come tax imposed for the welfare and de- 
fense of the country. 

While there is little or no chance of 
adoption in this present Congress, or in 
the pending tax bill, it is a new and chal- 
lenging thought. And the fact that it 
comes from such a responsible organiza- 
tion as the NARUC shows that it is an 
idea which has been launched for pur- 
poses of serious discussion and consid- 
eration. It is one of those things too big 
for Congress to swallow at one sitting. 
(Ed.’s note: For a feature article dis- 
cussing excise taxes for utilities, see 
page 284.) 

For that reason, there is no need to 
go into the various problems of practical 
application of the NARUC idea. Even 
Chairman Hessey did not bother to go 
into such questions as whether the ex- 
cise tax substitute would be spread on an 
industry-wide or company-wide basis. 

—D. T. B. 
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Planned Economy 


ee history of a planned economy— 
showing why it cannot work—is 
presented and examined at length in a 
recent issue of The Freeman by Towner 
Phelan, vice president of the St. Louis 
Trust Company, St. Louis, Missouri. 
Phelan criticizes the idea that it is possi- 
ble to blueprint a workable Utopia, and 
points to the Central Arizona Irrigation 
Project (CAP) as grounds for his claim. 

CAP is a rescue plan designed by the 
Reclamation Bureau and Department of 
Interior to breathe new life into 226,000 
acres of land (152,500 acres now being 
farmed ) destined to become a desert area, 
unless some means are utilized to take 
the pressure off the present underground 
water supply, and a new source for irri- 
gation found. A bill (S 75), authorizing 
use of the Colorado river waters for this 
purpose, has recently passed the Senate. 
It has since been shelved until California 
and Arizona can reach some agreement 
on division of the river waters. Phelan 
states it is the most “fantastic” of all gov- 
ernment proposals. 

“The basic idea underlying a planned 
economy is faith in the superman,” the 
author declares. “It is a conviction that 
the individual is incapable of managing 
his own affairs and that ‘supermen’ in 
Washington, Moscow, or London are 
qualified to plan and direct the lives of 
all the people.” In this instance, Phelan 
writes, only 420 farmers would directly 
benefit from an enormous output of gov- 
ernment funds—the estimate begins at 
$708,000,000 for construction costs alone 
—while the financial burden in interest 
cost borne by U. S. taxpayers would 
amount to more than a billion dollars. 
He asks: What are we getting for this 
huge sum? Phelan states: 


What if the cost of the project turns 
out to be double or triple its estimated 
cost, as the past performance of the 
Bureau of Reclamation in grossly un- 
derestimating costs strongly suggests 
that it will be? Then the cost of the 
project to the taxpayer could be eight 
to twelve times the value of all farm 
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lands and buildings in Arizona, This 
would cost the nation’s taxpayers from 
three to nearly five million dollars for 
each of the 420 farmers who will reap 
the major share of the benefits. 


— goes on to describe a source of 
opposition from Secretary of Agricul- 
ture Brannan, who criticized the “phony” 
estimates by which the Bureau of Recla- 
mation sought to prove that the project 
is economically justified. He refers to the 
minority report of the Senate Committee 
on Interior and Insular Affairs, which 
quotes the Department of Agriculture as 
stating that “the contemplated reservoirs 
will be rendered useless by sediment with- 
in a comparatively few years if nothing is 
done to reduce erosion. . . . the proposed 
Central Arizona project must be sup- 
ported by projects and activities not con- 
templated in the [original] report... 
by upper basin reservoirs and a program 
of land treatment.” 

The writer then declares that the CAP 
sets a dangerous precedent for future gov- 
ernment activities. He states: 


. . . Government power projects here- 
tofore have been set up on the assump- 
tion that the interest cost will be cov- 
ered in the sales price of power. In irri- 
gation projects, the interest costs are 
borne by the taxpayer, In the Central 
Arizona project, however, the interest 
recovered in the sales price of power 
will be used to subsidize the irrigation 
feature of the project. Thus the tax- 
payer must bear the interest burden not 
only on the irrigation part of the proj- 
ect but also on the power part of the 
project. If this principle is applied to 
other government power projects, it 
will enormously increase their cost. 
The Tax Foundation says that if the 
Columbia river basin program is 
treated in the same manner, interest 
cost to the taxpayer would amount to 
$4.5: billion. 


The bank official asserts that, as an ab- 
stract idea, planned economy has an irre- 
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sistible appeal to the academic mind. It 
enables the planners to ignore completely 
hard realities and human nature in order 
to prepare a dream-world blueprint for 
Utopia. But, he continues, the Utopian 
blueprints can never work in practice 
because they fail to come to grips with ac- 
tualities. He claims that they are a form 
of daydreaming which permits the plan- 
ner to live in the unreal world of his 
imagination. Phelan cites CAP as “mere- 
ly one of many examples” of how econo- 
mic planning operates. He observes: 


. . . It illustrates many of the basic 
weaknesses that make a planned econ- 
omy unworkable. Perhaps the greatest 
of these weaknesses is that government 
planning always is political planning. 
If the state does the planning, it neces- 
sarily is guided primarily by political 
considerations — not economic ones. 
Arizona has a population of only 749,- 
587—less than half the population of 
the St. Louis metropolitan area—but 
has two United States Senators. 


CCORDING to Phelan, the second basic 

weakness of a planned economy is 

that it does not have to meet the test of 
the market. He explains: 


... Ina market economy, man power 
and resources are used to produce those 
things that the people want most as de- 
termined by their buying or nonbuying. 
A planned economy diverts man power 
and resources from producing what 
consumers will buy to producing things 
they would never buy. 


Phelan points to the conclusion reached 
by following planned economy logic. 
With tongue in cheek, he asks: 


. . . Does anyone believe that the 420 
farmers who will get 55 per cent of the 


benefits from the Central Arizona proj- 
ect would pay $1,575,000 each for irri- 
gation? Does anyone believe that the 
crops produced by these 420 farmers 
would sell in the market for a price that 
would provide $1,575,000 per farm for 
irrigation ? 


The author then states that “planners 
cannot plan,” which he claims is the third 
great weakness of a planned economy. As 
an example, he recalls the prediction of 
OPA economists that unemployment 
might reach ten million by June, 1946: 


Examples of the failure of economic 
planning are almost endless. They in- 
clude farm price supports and acreage 
limitations; price controls; Mrs. 
Roosevelt’s Arthurdale, West Vir- 
ginia, housing-job plan for miners 
which cost $5,000,000 and was later 
abandoned and sold for $50,000; the 
Lustron prefabricated housing fiasco; 
and the malodorous RFC deals. 


Phelan ends his article with a reference 
to Great Britain. There, he says, eco- 
nomic planning provides free dentures 
but almost no meat for the English peo- 
ple to chew. He adds: 


... It caused the disastrous 1947 shut- 
down of industry due to a coal short- 
age. It is résponsible for many fantas- 
tic schemes on which the taxpayers’ 
money was wasted. 


Planned economy never works, the 
author concludes. Its basic assumption is 
that a few experts can sit in an ivory 
tower and measure and weigh all the mul- 
tiple forces affecting the country’s econ- 
omy and make wise decisions for its over- 
all control. In actual practice, economic 
planning is the worst kind of power 
politics. 





¢ ‘Tl HEAR almost every day someone say that the real interest 

of the United States is to stop the spread of Communism. 
Nothing seems to me to put the cart before the horse more 
completely than that.” 


—DEAN ACHESON, 
Secretary of State. 
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The March of 
Events 


In General 


ABA Utility Section Plans 

Program 

SMYTHE GAMBRELL, Atlanta attor- 

e ney, who is chairman of the public 

utility law section of the American Bar 

Association, has announced an outstand- 

ing program for the members of the pub- 

lic utility section who attend the Amer- 

ican Bar Association convention in New 
York city in September. 

Following a meeting of the section’s 
advisory committee and of its council on 
Sundav, September 16th, the sect’on will 
hold its first open session for all members 
on Monday afternoon, September 17th, 
at 2 p.m. in the Waldorf-Astoria hotel. 
Chairman Gambrell will open the meet- 
ing, turning it over to Ellsworth Nichols 
of Rochester, New York, who will pre- 
sent his report as chairman of the sec- 
tion’s standing committee to report on 
developments during the year in the field 
of public utility law. A panel discussion 
will follow, composed of Bradford Ross, 
chief counsel of the Federal Power Com- 
mission, covering electric and gas cases; 
Edgar Idel, Washington, D. C., covering 
transportation and motor carriers ; Don- 
ald C. Power of Columbus, Ohio, presi- 
dent of the General Telephone Corpora- 
tion, who will cover communications ; and 
Jerrold Sevmann of New York, the sec- 
tion’s secretary, who will discuss utility 
legislation. 

That afternoon, 5 p.m., there will be 
a reception for the members of the sec- 
tion and their ladies at the LePerroquet 
Suite in the Waldorf-Astoria. 

On the mornine of Tuesday. Septem- 
ber 18th, the section will hear Professor 
H. B. Dorau, utility economist of New 
York University, who will speak on “The 
Impact of Economic Trends on Public 
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Utility Regulation.” The financial field 
will be covered at the same meeting by 
Edward Hopkinson, partner of Drexel 
& Co., Philadelphia, Pennsylvania, the 
title of whose address is “Current 
Problems of Utility Financing.” 

The third and final session of the sec- 
tion will be held in the afternoon of Sep- 
tember 18th. and will cover a number of 
topics, including a discussion of inflation 
from the standpoint of public utility reg- 
ulation. Daniel P. Loomis, of Chicago, is 
slated to discuss government seizure of 
public utilities in settling labor disputes. 
John Lansdale, of Cleveland, Ohio, is 
scheduled to talk on “Proof of Economic 
Issues in a Rate Case.” 


SEC May Dissolve American 
Power 


HA A. McDonatp, chairman of 
the Securities and Exchange Com- 
mission, said recently the Federal agency 
had under “active consideration” the dis- 
solution of the American Power & Light 
Company and the resignation of Howard 
L. Aller as president and director. 

In a telegram to Owen Clarke, chair- 
man of the Washington Public Service 
Commission, the SEC chairman said his 
agency would give consideration to the 
Northwest commission’s request that the 
stock of the Washington Water Power 
Company, American Power’s main sub- 
sidiary, be distributed to stockholders of 
the holding company. 

The Washington commission also re- 
quested that Mr. Aller be removed as an 
officer and director of the parent concern. 
For the last several months Mr. Aller 
has been attempting to sell Washington 
Water Power to public ownership in- 
terests in the Pacific Northwest. 
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Senators Called Spendthrift 


TABULATION of the roll call voting 
A records of Senators on 31 amend- 
ments offered to date on 1952 appropria- 
tions bills—some to cut Federal spend- 
ing, others to increase it—was released 
lat month by the Council of State 
Chambers of Commerce. 

The tabulation showed the following 
nine Senators to be in the forefront in 
the fight to cut Federai spending: Sena- 
tors Bricker (Republican, Ohio) ; 
Bridges (Republican, New Hampshire) ; 
Byrd (Democrat, Virginia); Dirksen 
(Republican, Illinois) ; Douglas (Demo- 
crat, Illinois); Ferguson (Republican, 


Michigan) ; Hendrickson (Republican, 
New Jersey); Smith (Republican, 
Maine); and Williams (Republican, 
Delaware). 

On the other hand, the tabulation re- 
vealed nine other Senators as high scor- 
ers in the “spending” group. They were: 
Anderson (Democrat, New Mexico) ; 
Chavez (Democrat, New Mexico); 
Clements (Democrat, Kentucky) ; Hay- 
den (Democrat, Arizona) ; Kerr (Demo- 
crat, Oklahoma); McFarland (Demo- 
crat, Arizona); Magnuson (Democrat, 
Washington) ; Morse (Republican, Ore- 
gon); and Neely (Democrat, West Vir- 
ginia). 


Arkansas 


Power System Approved 


5 state public service commission 
recently approved construction of a 
$10,509,000 steam-generating plant and 
transmission system for northwest 
Arkansas. 

The commission was divided, 2 to 1, 
in its decision to permit the Arkansas 


Electric Co-operative Corporation to 
build the plant at Ozark. 

The decision climaxed a hotly contest- 
ed controversy over the proposed plant. 
Four private utilities had protested the 
co-op’s application on the ground that 
there was no need for an electrical plant 
in that area. 

Dissenting was Chairman Scott Wood. 


California 


Wheeling Agreement Approved 


HE state public utilities commission 

has approved a wheeling agreement 
signed last April by the Federal Bureau 
of Reclamation and the Pacific Gas and 
Electric Company. 

Under the 10-year pact, the PG&E 
wheels Central Valley project power 
over the company’s lines to Federal estab- 
lishments and publicly owned distribut- 
ing systems. 


The energy is picked up by the private 
utility from the Reclamation Bureau’s 
Sacramento valley east and west side 
lines at Tracy, San Joaquin county, and 
delivered over company lines to the irri- 
gation districts and other public agencies 
in the Sacramento and San Joaquin val- 
leys and in Solano, Contra Costa, Ala- 
meda, and Santa Clara counties. 

The power goes out over the com- 
pany’s system when its carrying capacity 
is in excess of its own requirements. 


Georgia 


public service commission for a 2-year 
term beginning August 28th. 

Perry T. Knight was re-elected vice 
chairman. He has been a member since 
1928. 


Commission Chairman 
Re-elected 


Yom L. McWuorter recently was 


re-elected chairman of the state 
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McWhorter, a native of Oglethorpe 
county, has been a member of the com- 


mission since 1936 and last year was re. 
elected to a 6-year term. 


Maine 


Calls for Quoddy Support 
OVERNOR Payne this month called 
for support of the Quoddy tidal 
power project because, he said, private 
companies cannot develop the huge 
amounts of electric power required by 
the nation’s basic industries. 

The governor told a meeting of Maine 
newsmen that the steel and aluminum 
industries need “a huge source of power.” 
If it can be produced and industry at- 
tracted to Maine, the governor added, 
“all of the state will benefit—the power 
companies and everyone else.” 

Payne said private firms cannot pos- 
sibly develop electric power “at a rate 
that can compete with that being received 
by some of the great industries.” 

Therefore, the governor said, “I am 


urging that every consideration be given 
to the development of the Quoddy tidal 
power project.” 

The long-dormant Quoddy plan, re 
quiring co-operation between the United 
States and Canadian governments, 
would develop power from the high tides 
of Passamaquoddy Bay. 

Payne told the meeting, called by the 
Maine Development Commission, that 
“saying that the private power companies 
haven’t done a job in Maine is absolutely 
untrue.” He said they have brought 
many industries into the state and still 
are doing so. Their industrial power 
rates are among the lowest in the nation, 
Payne said, but they cannot produce the 
great quantities of power the basic indus- 
tries need. 


Missouri 


City Powers over Transit Service 
Proposed 


LEGISLATIVE program under which 
the board of aldermen and the 
mayor of St. Louis would assume direct 
responsibility for guaranteeing better 
transit service for St. Louisans was pro- 
posed recently by Alderman McBride, 
Republican floor leader of the board of 
aldermen. Mayor Darst subsequently re- 
jected the proposal. 

The recommendations were outlined in 
a letter to the mayor and were coupled 
with a statement by McBride that he 
wanted the mayor to include the ques- 
tion of adequate bus and streetcar serv- 
ice in his call for a special session of the 
board late this month. 

McBride’s proposals were based on 
six basic points. They were: 

1. Appointment of a transportation 
expert to represent the city at all transit 
hearings. 

2. Public hearings by the board of 


AUG. 30, 1951 


aldermen on Public Service Company 
routes and service. 

3. An immediate hearing before the 
state public service commission on in- 
adequacy of transit service, on the city’s 
initiative. 

4. A limit on the number of passen- 
gers busses and streetcars could carry. 

5. City regulation of the Public Serv- 
ice Company routes, service, and fares. 

6. Consideration of the possibility of 
inviting transit competition into the city. 

Mayor Darst told reporters he could 
see nothing in the proposals which 
merited including the transit problem in 
his call for a special session of the board. 

The board of aldermen could enact 
legislation empowering the mayor to ap- 
point a transportation expert to repre- 
sent the city before all commissions regu- 
lating rates and routes of all busses and 
streetcars using city streets, McBride 
said. The power to subpoena and inspect 
books and records of Public Service 
should be part of such a bill, he added. 
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Nebraska 


Sale Agreement Reported 
Reached 


EGOTIATIONS relative to a proposed 
N purchase by the Federal govern- 
ment of the North Platte Power District 
apparently have reached a point of agree- 
ment, according to recent press reports. 

The district is owned by Pathfinder, 
Gering-Fort Laramie, and Goshen Irri- 
gation districts. It embraces the Guern- 


New 


Commission Investigates Sale 


HE state public service commission 
jp > began an investigation of 
the transfer of property of a bankrupt 
Long Island water company to the Suf- 
folk County Water Authority. Counsel 
for the commission charged that the 
change of ownership was unauthorized 
and should have had the agency’s ap- 
proval, and that the $7,320,000 paid to 
the company exceeded the real value of 
the property by $3,000,000. 

The hearing was protested by repre- 
sentatives of the Suffolk authority, who 
said they attended only as “observers” 
and challenged the commission’s juris- 
diction over the case. Protest was voiced 
also by the chairman of the authority, 
who described the investigation as 
politically motivated and timed “strange- 
ly” to discredit him in the forthcoming 
primaries. 

The South Bay Consolidated Water 
Company, whose facilities serve 96,000 
county residents, admitted bankruptcy on 
May 6, 1949. At that time the company 
listed a property value of $3,500,000. The 


sey and+Lingle, Wyoming, hydro plants 
and related production and transmission 
facilities. 

The matter has been under discussion 
by the Reclamation Bureau representa- 
tives and officers of the three districts for 
about four years. 

An amendment to a 1926 contract 
under which the irrigation districts have 
been operating provides an agreed pur- 
chase price of $6,636,873. 


- 
York 


commission appraised it at slightly under 
$4,000,000. 

Five days later the Suffolk authority, 
which had been formed in 1937, an- 
nounced a plan to obtain the plant of the 
bankrupt company. Little developed in 
the next eight months, except that “there 
was substantial activity in the preferred 
stock of the company.” 

Meanwhile, the authority was author- 
ized by law to purchase and operate a 
water supply system, subject to approval 
of the commission. Unable to negotiate 
a sale, the authority instituted condemna- 
tion proceedings against the company 
last March with the approval of Judge 
Leibell of the Federal district court. 

Assistant Commission Counsel Mc- 
Veigh said the assets of the company 
were ordered transferred to the author- 
ity for $7,320,000, and an appraisal sub- 
mitted to the Suffolk County Court by 
the authority on the theory of reproduc- 
tion cost less depreciation. The commis- 
sion, he reported, first received notice of 
the transfer on June Ist, after it was com- 
pleted. 


- 
North Dakota 


Tax Differences Termed 
Discriminatory 


A Otter Tail Power Company spokes- 
man charged recently that tax dif- 
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ferences between rural electric co-opera- 

tives and private power companies are 

“discriminatory.” 

Testifying before the North Dakota 
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state equalization board, he asked that 
Otter Tail’s property valuation in the 
state be equalized with that of similar 
property. He objected to the tentative 
valuation of $12,100,000 and asked that 
it be cut to $11,700,000. 

The company spokesman objected to 
lack of property taxes against rural co- 


operatives now that they have begun to 
build power plants. He said the practice 
was acceptable when co-operatives were 
getting started, but claimed it had now 
become discriminatory. He said it was 
“easily understandable” why co-opera- 
tives say they can produce cheaper pow- 
er, considering their tax advantages. 


*. 
Ohio 


Court Hits Union 


CC Pleas Judge Crossland last 
month ordered contempt proceed- 
ings started against the CIO Utility 
Workers Union and individual members. 

His action came after company offi- 
cials complained of what they termed 
sabotage at their Philo generating plant 
near Zanesville. It was the first complaint 


of sabotage made since the strike began. 

The complaint was based on tampering 
with 14 feet of plant railroad track, cut- 
ting of telephone wires, and scattering of 
tacks at plant entrances. 

Judge Crossland, as a result, also 
banned all picketing at the Philo plant. 
He ordered the county sheriff to station 
deputies at plant gates, to make certain 
picketing was not continued. 


Pennsylvania 


Pay Increase Boosts Fares 


eh Pittsburgh Railways Company 
recently filed with the state public 
utility commission a new schedule of 
rates for trolleys and busses. The basic 
increase is from a 15-cent cash fare to a 
17-cent fare. Token fares are raised to 
16% cents, or three for 50 cents. Bus 
fares on through routes are increased to 
23 cents for single cash fares and to 21 
cents if paid for by tickets bought five 
for $1.05. 


The company’s president, C. D. Pal- 
mer, in an accompanying statement, 
warned of further rate increases to come. 

The increased fares follow closely an 
award by a board of arbitration, which 
gave the 3,200 streetcar and bus opera- 
tors of the company a 7-cent-per-hour 
wage increase, with another three cents 
to be added to their pay envelopes on 
January 1st. 

The company expects to put the rate 
increase into effect on September 10th. 


Virginia 


Court Upholds Labor Law 


A> 3-judge Federal court early 

this month dismissed a suit by 
union ferry workers challenging, on con- 
stitutional grounds, Virginia’s Public 
Utilities Labor Relations Act. 

The court said “plaintiffs are not en- 
titled to the relief prayed in their com- 
plaint.” 

The action was ordered dismissed 
and stricken from the docket. In 
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addition, the union was ordered to pay 
court costs. 

As background, an accompanying 
opinion showed that negotiations for a 
new contract between the union and the 
Virginia Ferry Corporation had failed. 
Then the corporation, which operates 
ferries between Little Creek and Kito- 
peke, obtained an injunction in the Nor- 
folk court recognizing the ferry as a pub- 
lic utility and requiring its union work- 
ers to comply with the state’s utility laws. 
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State Commission’s Jurisdiction over Television Subordinate 
To Congressional Supervision 


N application for authority to erect a 
A community antenna with wired-in 
television signals was dismissed by the 
Wisconsin commission for lack of juris- 
diction because of Congress’ complete 
supervision of television, which neces- 
sarily transcends state lines and is, there- 
fore, interstate in character. 

Although the commission disposed of 
the matter on that ground, it expressed 
doubt whether jurisdiction could be as- 
serted. 

The statute defining a public utility 
mentions only plant or equipment for 
the conveyance of telephone messages or 
for the production, transmission, de- 


e 


livery, or furnishing of heat, light, water, 
or power. While the voice would be 
transmitted, the commission said, it 
would not be by means or methods ordi- 
narily associated with telephone service, 
and the transmission of voice is in- 
extricably interwoven with the transmis- 
sion of visual signals which are clearly 
not included in the ordinary concept of 
“conveyance of telephone messages.” 

The commission, however, pointed out 
that § 86.16, Statutes, relating to con- 
struction and operation of poles and wires 
on public highways, and the state elec- 
trical code might be applicable. Re Ben- 
nett, CA-2962, July 3, 1951. 


Rates Increased to Attract Building Capital 


na Idaho commission awarded a 
rate increase to a telephone com- 
pany whose present rates were in- 
adequate and confiscatory. The new 
rates, which would yield a return of 6 per 
cent, would raise its earning level to a 
point where investors would be willing to 
advance capital necessary to complete an 
expansion and improvement program for 
the company. 

The commission was careful to make a 
distinction between a company’s receiv- 
ing a rate increase to pay for expansion 
of plant and its receiving a rate increase 
so that with an improved earnings posi- 
tion it could attract capital to finance its 
expansion. Revenues derived from rates 
may be used to pay expenses, including 
taxes and depreciation on property em- 
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ployed in the public service, but may not 
be used for capital improvements. 

License contract payments of one per 
cent to its parent company were allowed 
as operating expenses even though the 
fixed-percentage-of-revenue method of 
determining this payment was not specifi- 
cally approved. 

No adjustment was required in pay- 
ments to an affiliated supplier of equip- 
ment. The supplier’s profit margin was 
not considered excessive. It averaged 
4.3 cents per dollar of sales to all affili- 
ated operating companies over a 25-year 
period. Over the same period its return 
on its investment averaged 7.7 per cent. 

The commission expressed a belief 
that some changes should be made in the 
NARUC manual for separating tele- 
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phone revenues and expenses but adopt- 
ed the formula outlined in the manual 
because no other generally acceptable 
method had been suggested. 

A request by the company that a pres- 
ent value or reproduction cost rate base 
be used was rejected. The company’s 
argument was that during a period of in- 


flated prices considerable weight should 
be given to current costs. The commis- 
sion preferred to use as a rate base the 
company’s net investment figure as of 
December 31st of the previous year, Re 
Mountain States Teleph. & Teleg. Co. 
Case No. U-1000, Order No. 2085, July 
20, 1951. 


e 


Inflation Rejected As Reason for Denying Rate Increase 


tbe California commission approved 
a rate increase for a telephone com- 
pany which, because of increased taxes 
and wages, was no longer earning a fair 
return. 

The new rates would permit the 
company to earn a return of 6.1 per cent 
on its investment in plant and equipment. 

To an objection that the company 
should be denied a rate increase and 
should be curbed in its desire to expand 
its plant, in an effort to stop the nation- 
wide inflation in prices and wages, the 
commission replied : 


The utility is the victim of inflation 


as is the public and business generally. 
Applicant’s prices must be kept cur- 
rent if it is to furnish the type of serv- 
ice the public is demanding. The only 
contribution that the company stated 


it could make to halt the inflation 
spiral would be to stop construction of 
all telephone plant and not provide new 
service to people demanding it. 

We are of the opinion that such a 
program of curtailing construction of 
new telephone plant, as an anti-infla- 
tion measure would not meet with pub- 
lic approval in a state that is expand- 
ing and growing as rapidly as is the 
state of California. 


A proposal by the company to change 
hotel and apartment house private branch 
exchange service from a flat- to a mes- 
sage-rate basis was approved as more 
equitably apportioning the cost of service 
between large and small users. Re Asso- 
ciated Teleph. Co. Ltd. Application No. 
31712, Decision No. 45889, June 29, 
1951. 


z 


Complaint against Expected Rate Increase Dismissed 


SHIPPER anticipating the authoriza- 
tion of a freight rate increase by 
the Interstate Commerce Commission 
cannot properly complain to the Indiana 
commission and require the railroads to 
answer the complaint. The Indiana law 
permits a petition objecting to anything 
done or omitted to be done by a common 
carrier. Such a carrier must then satisfy 
the complaint or answer in writing. The 
state commission said: 


Of what do petitioners complain? 
They complain of future increases in 
freight rates on the above-named com- 
modities now pending in proceedings 
before the Interstate Commerce Com- 
mission in Ex Parte 175. Said petition 
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is wholly contingent on an event in 
futuro, and, in the instant case, such 
an event is predicated on future find- 
ings of the Interstate Commerce 
Commission in Ex Parte 175 where 
increases in freight rates on sand, 
gravel, crushed stone, and limestone 
agricultural carload, are involved. 
Have petitioners complained of 
anything done or omitted to be done 
by respondents? Is it possible for re- 
spondent carriers to satisfy this com- 
plaint, or to answer it in writing? Ob- 
viously, the answer to both queries 
must be in the negative. There is no 
duty on the part of intrastate common 
carriers by rail to satisfy or answer a 
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complaint filed with this commission 
which is based on current and incom- 
plete proceedings pending before the 
Interstate Commerce Commission in- 
volving increases in interstate freight 
rates. 


In such matters, the commission con- 
tinued, it has jurisdiction over intrastate 


commerce only. Since at the time there 
were no proceedings involving increases 
in freight rates before the state commis- 
sion similar to those pending before the 
Interstate Commerce Commission, the 
complaint had been prematurely filed and 
was dismissed. Re Intrastate Rates and 
Charges on Sand, etc. Cause No. 22967, 
July 19, 1951. 


e 


Both Economic Value and Book Value Considered 


HE Arizona commission arrived at 
7; rate base for a power company by 
considering both so-called economic val- 
ue and book value of property. Economic 
value was said to be substantially re- 
production cost new less depreciation, 
except for an additional deduction for 
functional depreciation. 

Such a decision, the commission said, 
should not be a precedent for any state 


pattern or formula for the future. All 
methods of determining rate bases would 
end in the same result if the country 
were in a sustained period of level prices ; 
and a broad sweeping conclusion as to 
which formula, if any, would be appro- 
priate, should not be made under such 
conditions. Re Arizona Edison Co. 
Docket No. 9854-E-1014, Decision No. 
21260, July 18, 1951. 


7 


Sales of Interstate Electricity to Municipal Plants 


Are Subject to FPC Jurisdiction 


ta Federal Power Commission 
ruled that its jurisdiction extends to 
rates for the sale by Wisconsin Power 
& Light Company of electricity to four 
Wisconsin municipalities for resale. This 
power is purchased by the utility com- 
pany at the state line from Northwestern 
Illinois Gas & Electric Company. 

Energy is transmitted from Illinois to 
customers in Wisconsin, including the 
four municipalities, by means of 34.5- 
kilovolt lines originating in Illinois and 
terminating in Wisconsin, Transformer 
and switching substation equipment and 
other facilities are located in Wisconsin. 

Ownership and operation of the Wis- 
consin portion of the line over which 
electric energy is regularly transmitted 
from Illinois for consumption in Wiscon- 
sin, said the commission, make the Wis- 
consin Power Company a public utility 
within the definition of § 201(e) of the 
Federal Power Act. Arguments that the 
commission’s jurisdiction extends only 
to the sale at the state line and to no 
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sale which is made subsequent thereto, 
said the commission, are the same as 
arguments considered and rejected in 
other proceedings. The commission cited 
Illinois Nat. Gas Co. v. Central Illinois 
Pub. Service Go. (1942) 314 US 498, 
42 PUR NS 53; Federal Power Com- 
mission v. East Ohio Gas Co. (1950) 
338 US 464, 82 PUR NS 1; and Jersey 
Central Power & Light Co. v. Federal 
Power Commission (1943) 319 US 61, 
48 PUR NS 129. 

It has also been argued that the lines, 
meters, and other equipment used in 
making deliveries and sales to the mu- 
nicipalities and to Wisconsin Power 
were facilties used in local distribution 
and as such were exempt from commis- 
sion jurisdiction by § 201(b) of the Fed- 
eral Power Act and that therefore sales 
made by means of such facilities are 
likewise exempt. It was argued that the 
fact that retail customers are also served 
off the lines conclusively establishes their 
function of local distribution. 
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The same arguments, said the com- 
mission, had been made in Re Wisconsin 
Michigan Power Co. Opinion No. 213, 
May 29, 1951, when the commission said 
that nothing in the act made its jurisdic- 
tion under Part II over sales of electric 
energy dependent upon the nature of the 
facilities involved. Moreover, said the 
commission, in that case, even if the na- 
ture of the facilities were relevant as 
indicating whether sales are interstate 
commerce, distribution facilities to the 
extent that they are used to serve large 
industrial and other customers at retail 
could by no stretch of the imagination 
be said to be local distribution facilities. 

The arguments advanced, the com- 
mission continued, failed to appreciate 
that the constitutional gap referred to in 
Rhode Island Pub. Utilities Commission 
v. Attleboro Steam & Electric Co. 273 
US 83, PUR1927B 348, which the Fed- 
eral Power Act was intended to fill, does 
not have reference only to sales at state 
lines, but has reference to all wholesale 
sales in interstate commerce whether 


they take place at a state line or within 


a state, and without regard for the kind 


e 


of facilities used. Manifestly, it was said, 
the act would fall far short of its intended 
purpose if it did not extend to all such 
sales. The views expressed, according to 
the commission, were not at variance with 
Connecticut Light & P. Co. v. Federal 
Power Commission (1945) 324 US 515, 
58 PUR NS 1. The facts were said to 
differ materially. The Connecticut Com- 
pany was not operating transmission 
lines over long distances in interstate 
commerce similar to the lines involved 
here. The Connecticut Company owned 
no lines crossing the Connecticut bound- 
ary and did not connect with any other 
company at the boundary. 

The final argument advanced was that 
sales to the municipalities are not subject 
to commission jurisdiction as they are 
not sales at wholesale “to any person for 
resale.” The commission said that on 
several occasions it has considered this 
claim and it adhered to its view that sales 
to municipalities for resale are within the 
coverage of Part II of the Federal Pow- 
er Act. Re Interstate Light & P. Co. 
Opinion No. 215, Docket No. E-6252, 
July 12, 1951. 


Reproduction Cost Not Sole Basis for Rate Making 


se Kentucky commission author- 
ized a telephone rate increase which 
would yield a return of 6 per cent upon 
net average investment. It said that de- 
spite the poor service rendered by the 
company and antiquated equipment in 
some of the exchanges, such a return 
would be fair and reasonable. 

The proposed rates included a mileage 
charge to be collected on multiparty 
rural lines in only one of the company’s 
exchanges. This charge was inherited 
from a predecessor company, and that 
was the main reason for its continuance. 
The commission held that to apply a 
mileage charge to one exchange only 
constitutes discrimination and should 
not be permitted, 

The company introduced in evidence 
rate bases supported by two separate 
methods of valuation. One was net in- 
vestment, and the other was reproduc- 
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tion cost new. The commission observed 
that it has consistently refused to con- 
sider reproduction cost new as the sole 
element of value for rate-making pur- 
poses. 

It said that, for the reasons stated 
in Re Southern Bell Teleph. & Teleg. 
Co. (1948) 76 PUR NS 33, it would 
refuse to accept this method of valuation 
as the sole method to be considered in 
arriving at a rate base, although due con- 
sideration was given to the evidence in- 
troduced. 

Furthermore, the reproduction cost 
new value was not arrived at by actual 
inventory and appraisal but was a trend 
of dollars upon an inventory and ap- 
praisal made several years ago. Net 
average investment was considered at 
least tenable to test the reasonableness 
of the rates proposed. Re Home Teleph. 
Co. Case No. 2150, June 13, 1951. 
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Rates Approved under Plan to Equalize Earnings 


HE Hawaiian commission author- 
T ies a telephone rate increase esti- 
mated to produce a return slightly in 
excess of the 6 per cent approved by the 
commission, but it established a plan to 
equalize earnings. In substance, the plan 
provides for the retention of net earnings 
in excess of 6 per cent to make up pos- 
sible future deficiencies. 

The purpose of the plan is to hold the 
company to a reasonable rate of return. 
Incidentally, it will also leave the com- 
pany free to curtail its improvement pro- 
gram, if necessary, without the possible 
embarrassment of excessive earnings. 

The company is required to file quar- 
terly reports with the commission. After 
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the commission reviews those reports 
and notifies the company in writing that 
the amounts reported and the methods 
followed conform to the plan, no further 
authorization will be required and the 
company may proceed with necessary ac- 
counting entries. 

The plan provides for no adjustment 
in subscriber rates. It is limited to equal- 
ization of earnings. No transfer of funds, 
accounting-wise, however, may be made 
to make up for a deficiency in earnings 
unless, and only to the extent that, there 
exists a credit balance from excess earn- 
ings from previous quarters. Re Mutual 
Teleph. Co. Docket No. 1118, Decision 
No. 123, Order No. 729, July 19, 1951. 


Exchange of Portfolio Securities for Holding Company 
Stock Approved 
concluded that this was an inadequate 
basis for retention of the portfolio securi- 
ties and ordered their disposition. 
The proposed exchange offer afforded 


HOLDING company was authorized 

to offer common stockholders a 
package of two shares of common stock 
of one nonsubsidiary utility company 
and three shares of common stock of an- 
other nonsubsidiary utility in exchange 
for five shares of its own common stock. 
The commission found the plan neces- 
sary to effectuate the provisions of § 
11(b) of the Holding Company Act and 
fair and equitable to the persons affected 
by the plan. 

In the first place the commission found 
that the holding company should dis- 
pose of certain portfolio securities of 
nonsubsidiary companies where such 
holdings represented, in each case, sub- 
stantial amounts of such stock but less 
than 5 per cent of the respective amounts 
outstanding. The holding company had 
not shown that its investment in these 
nonsubsidiary utility companies was in- 
cidental or necessary to the actual opera- 
tions of the holding company system. It 
claimed merely that, in its opinion, it 
was desirable to continue to hold the 
securities as portfolio assets in order to 
obtain cash, if later deemed necessary, 
for investment in the holding company’s 
subsidiary companies. The commission 
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improvement in earnings and dividend 
position of the accepting stockholders as 
well as in the earnings position of non- 
acceptors. In determining whether the 
securities in the exchange package bore 
a reasonable relationship to the shares of 
holding company stock, the commission 
said that it was not necessary to assign 
specific values to each of the securities 
in question. It deemed it sufficient to find 
that the exchange offer was within per- 
missible limits of fairness, leaving to 
each stockholder the right to make his 
own decision as to whether to retain his 
holding company stock or accept the ex- 
change offer. 

The improvement in earnings was due 
in part to savings in Federal income 
taxes and state capital stock taxes. 
The commission pointed out that the 
slight improvement in the position of 
the stockholder retaining his holding 
company stock would not be at the ex- 
pense of those electing to take the ex- 
change. Company witnesses testified that 
in order to make the exchange offer at- 
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tractive, it was necessary that there be 
some differential in market price in favor 
of the exchange package. The commis- 
sion pointed out that market prices are 
not to be given conclusive weight in 
passing upon the fairness of holding 
company simplification plans, but that it 
must be recognized that, in considering 
the feasibility of a voluntary exchange 
plan, the relative market. level of the se- 
curities being exchanged is important. 
Stockholders having less than five 
shares of the holding company’s stock 
could not obtain securities under the ex- 
change offer. These stockholders had the 
choice of either retaining their holding 
company stock or receiving the cash 
equivalent of their pro rata proportion 
of the shares in the exchange package, 


computed on the basis of the market 
values of the stocks involved without any 
deduction for brokerage or other selling 
expenses. 

The cash offer was made to eliminate 
the necessity of issuing scrip certificates. 
The proposal would eliminate a large 
number of small share accounts which 
would be advantageous both because of 
the relatively high administrative ex- 
penses of servicing such accounts and to 
the small stockholders because of the 
high brokerage cost involved in selling 
such shares. The commission considered 
the proposed cash alternative reasonable 
and fair and equitable to all affected. Re 
United Gas Improv. Co. et al. File Nos. 
54-193, 54-140, 54-65, 59-6, Release No. 
10624, June 15, 1951. 


2 


Collateral Attack on Commission Decision Dismissed 


A COMPLAINT requesting that an inter- 
urban railway integrate another 
railway into its system, after a transfer 
to this company, was dismissed by the 


Wisconsin commission as being a col- 
lateral attack on a commission order. 
Previously, in a proceeding approving 
the security issue of the transferee, the 
commission had determined that its ap- 
proval was not required, under the 
statute, to enable one company to convey 
the interurban lines in question to the 
transferee. The companies, being duly 
advised, consummated the sale and prop- 
erty rights were vested, with no evidence 
of bad faith, The only method available 
for attacking an administrative determi- 


nation of the commission is by the pro- 
cedure for review, held the commission, 
and neither the commission nor any 
other party may collaterally attack the 
action or inquire into the correctness of 
such determination. 

Noting that the railway in question 
was being operated by a trustee ap- 
pointed by a Federal district court in a 
proceeding for the reorganization of a 
corporation, the commission said that in 
any event it would appear impossible to 
order anyone else to assume control of 
and operate these lines. Milwaukee 
County Industrial Union Council CIO 
v. Milwaukee Electric Railway & Trans- 
port Co. 2-SR-2333, June 25, 1951. 


e 


Resumption of Service Ordered Notwithstanding Temporary 
Substituted Service 


— a transit company is a common. 


carrier, the Massachusetts Depart- 
ment of Public Utilities has authority to 
order it to resume operation of a discon- 
tinued bus route, even though the depart- 
ment had, upon notice of discontinuance, 
issued a temporary license to another 
common carrier for the same route, held 
the state supreme judicial court. 
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The company’s argument that it op- 
erated many separately licensed and 
certified bus routes in the state and that 
it had the absolute right to discontinue 
a certain line, without respect to any 
other certificates held, was rejected on 
the ground that it is the carrier’s system 
as a whole which must be considered 
here. 
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The court held that the company had 
not effected a total abandonment or dis- 
continuance, if there ever can properly 
be such an act without due authorization, 
but had attempted solely upon its own 
authority to withdraw from one small 
part of its territory. 

The fact that the company had given 
notice of discontinuance, the court held, 


did not aid its case, because the statutory 
duty imposed upon the company, in the 
interest of public convenience, to give 
public’ notice of discontinuance of any 
line is not a source of authority to dis- 
continue such lines merely by giving the 
required notice. Department of Public 
Utilities v. Eastern Massachusetts Street 
R. Co. 99 NE2d 462. 


7 


Statutory Exceptions to Right of Eminent Domain 


STATUTE providing that a right of 

way may be appropriated for elec- 
tric light, heat, and power purposes, ex- 
cept that a dwelling house or the reason- 
able curtilage, not to be less than 300 
feet, appurtenant thereto, shall not be 
appropriated, was interpreted by the 
Pennsylvania commission to mean that 
the dwelling house must be at least 300 
feet from the proposed right of way, but 
the curtilage could be within that dis- 
tance. In this instance the dwelling house 


was 300.591 feet from the proposed right 
of way. A curtilage, it was held, is a 
fence or enclosure of a small piece of 
land around a dwelling house, including 
the buildings used in connection with the 
dwelling. The nearest point of the fence 
to the right of way was 135 feet, which 
was held to be reasonable, and the 
property was held to be properly sub- 
ject to the power of eminent domain. Re 
Duquesne Light Co. Application Docket 
No. 76734, June 4, 1951. 


e 


Other Important Rulings 


y P New York commission author- 
ized a power company to purchase a 
plant, from which it had been purchasing 
its power, on the ground that it needed 
the energy generated, the price to be 
paid indicated a saving over energy paid 
in the past, the plant could be operated 
in conjunction with its other plants in 
the area, the seller would gain certain 
tax advantages, and it is in the public in- 
terest to have operating utilities, to the 
greatest extent possible, own their own 
generating facilities. Re Northern New 
ca Power Corp. Case 15362, June 12, 


The court of civil appeals of Texas 
held that a municipality that acquires and 
operates a water and sewerage system for 
profit acts in a proprietary capacity and 
is governed by the same rules and is held 
to the same standards of just dealing as 
govern private corporations or individ- 
uals and may not charge discriminatory 
rates for extraterritorial service unless 
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physical or economic factors support 
such discriminatory rates and charges. 
Wiggins et al. v. Texarkana, 239 SW2d 
212. ; 


The Massachusetts Department of 
Public Utilities held that a motor carrier 
that seeks authority to serve in the terri- 
tory of an existing carrier must show 
that existing service is not of a type or 
character which satisfies the public need. 
Re Transit Bus Line, Inc. DPU 9318, 
June 8, 1951. 


The Wisconsin commission, in a pro- 
ceeding to discontinue free interex- 
change telephone service and substitute 
standard toll rates, gave considerable 
weight to the community of interest be- 
tween exchanges, because if general ex- 
change rates are to absorb the so-called 
free toll service costs, it must be because 
there is a general usage of such service 
by a large majority of exchange sub- 
scribers; otherwise serious discrimi- 
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nation occurs, which is particularly 
serious if the company is in need of ad- 
ditional revenues. Re Marquette & 
Adams County Teleph. Co. et al, 2-U- 
3395, 2-U-3417, June 1, 1951. 


The Louisiana commission, in order- 
ing a telephone rate increase, commented 
that the company could hardly be ex- 
pected to make its service adequate or to 
add desired extensions and improve- 
ments while it was earning a return of 
but one per cent on its investment. Re 
Southwestern States Teleph. Co. Docket 
No. 5610, Order No. 5671, May 4, 1951. 


The Massachusetts Department of 
Public Utilities rejected a bus company’s 
proposal to increase rates for school 
tickets from 50 per cent to 60 per cent 
of the cash fare on the ground that 50 
per cent is fair to this class of rider and 
the change would not materially affect 
estimated revenues. Re Lovell Bus 
Lines, Inc. DPU 9513, July 11, 1951. 


The Florida commission authorized a 
contractor owning bulldozers, trucks, 
cranes, and heavy-duty trailers, used to 
haul extra heavy machinery and other 
articles of unusual size and weight re- 
quiring special handling, to operate as a 
common carrier of such heavy commodi- 
ties although a carrier having authority 
to engage in such transportation, but not 
owning heavy trailer equipment, testi- 
fied that he could, on short notice, fur- 
nish shippers with equipment to handle 
heavy machinery. Re Lancaster, Docket 
No. 3311-CCT, Order No. 2590, July 
23, 1951. 


The Massachusetts Department of 
Public Utilities, in authorizing a rail- 
road to discontinue a financially burden- 
some passenger train, observed that the 
personal inconvenience of a small seg- 
ment of the riding public is not a para- 
mount consideration. Board of Select- 
men v. Boston & Maine Railroad, 
DPU 9232, June 26, 1951. 
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UNITED STATES SUPREME COURT 


Radio Corporation of America et al. 


Vv 


United States of America et al. 


No. 565 
— US —. 95 L ed —, 71 S Ct 806 
May 28, 1951 


PPEAL from District Court decision sustaining order of Fed- 
A eral Communications Commission promulgating standards 
for the transmission of color television, which order, in effect, re- 
jected all but one of several proposed systems; affirmed. For low- 


er court decision, see (1950) 89 PUR NS 220, 95 F Supp 660. 


Appeal and review, § 53 — Court review of Commission order — Adequacy of 
review. 

1. An order of the district court sustaining an order of the Federal Com- 
munications Commission promulgating standards for the transmission of 
color television, and having the effect of rejecting all but one of several 
proposed systems, will not be reversed and remanded for further considera- 
tion by the district court because of its alleged failure to review the record 
as a whole, notwithstanding a statement in the district court opinion ques- 
tioning the wisdom of its devoting too much time and energy to a con- 
sideration of the case because of its inevitable review by the Supreme 
Court, where, notwithstanding such statement, the district court made a 
conscientious and careful study of the record before. rendering its decision 
after five weeks deliberation. p. 67. 


Appeal and review, § 25 — Sufficiency of support for order — Supreme Court’s 
reliance on first reviewing court’s conclusion. 
2. The Supreme Court. in considering the question of sufficiency of evidence 
to support an administrative order, must and does rely largely on a first 
reviewing court’s conclusion. p. 67. 


§ 2 — Federai Communications Commission authority — Promulgation of 
standards for colored television, 

3. The Federal Communications Commission, in a justifiable fact situa- 

tion. has authority to promulgate standards for the transmission of color 

television which would result in the rejection of all but one of several 

proposed systems, p. 68. 


§ 2 — Federal Communications Commission authority — Color television. 
4. The Federal Communications Commission has authority to determine 
that a system of color television has reached a stage of development which 
justifies its acceptance to the exclusion of other systems, even though the 
system is not such as would permit reception of color television programs 
on black and white sets, p. 68. 
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Appeal and review, § 29 — Federal Communications Commission order — Stand- 


ards for color television. 


5. A determination by the Federal Communications Commission adopting 
certain standards for the transmission of color television and, in effect. 


rejecting all but one of several 


proposed systems, cannot be held to be 


capricious where the record indicates that the Commission is especially 
familiar with the problems involved in color television. that it has deter- 
mined the matter after hearing evidence on all sides, that the system adopted 
will provide the public with color of good quality. and that television viewers 
should be given an opportunity to receive it if they so desire. p. 70. 


Appeal and renew. § 15 — Scope of judicial review of administrative decision. 
6. Courts should not overrule an administrative decision merely because 


they disagree with its wisdom. p. 


70. 


Appeal and review, § 29 — Federal Communications Commission decision — Re- 


fusal to reopen proceedings. 


7. The decision as to whether a proceeding before the Federal Communica- 
tions Commission to determine which standards of color television should 
be promulgated should be reopened to permit a manufacturer to offer 
proof of new discoveries for its system is within the discretion of the 
Commission and will not be overturned in the absence of an abuse of such 


discretion, p. 70. 


Radio, § 7 — Television — Color systems. 
Discussion of the development of various systems for transmitting color 


television. p. 69. 


Appeal and rewew, § 15 — Scope of judicial review — Matters of admunistrative 


discretion. 


Discussion, in separate opinion, of the limits to which courts may go in 


reviewing matters which are said 
trative agency, p. 71 


to be within the discretion of an adminis- 


Appeal and review, § 29 — Scope of judicial review — Prophecy by Commission. 
Statement. in separate opinion, that prophecy by the Federal Communica- 
tions Commission as to the technological feasibility of a compatible system 
of color television is hardly in the domain of expertness which would prevent 


judicial review. p. 74. 


(FRANKFuRTER, J., dubitante.) 


APPEARANCES: John T. Cahill, of 
New York city, argued the cause for 


appellants. Radio Corporation of 
America et al.; Simon H. Rifkind, of 
New York city, argued the cause for 
appellant. Emerson Radio & Phono- 
graph Corp.: Alfred Kamin, of Chi- 
cago, Illinois. argued the cause for ap- 
pellant. Local 1031, International 
Brotherhood of Electrical Workers, 
A. F. of L. ; Solicitor General Perlman. 


89 PUR NS 


¥ 


of Washington, D. C., argued the 
cause for appellees, United States and 
Federal Communications Commis 
sion; Samuel I. Rosenman, of New 
York city, argued the cause for appel- 
lee, Columbia Broadcasting System. 
Inc. ; A. L. Schapiro and B. C. Schiff. 
both of Chicago, Illinois, submitted 
the ‘cause for intervenor-appellant, 
Pilot Radio Corporation. 





RADIO CORPORATION OF AMERICA v. U. S. 


Mr. Justice BLACK delivered the 
opinion of the court: 

[1,2] Radio Corporation of Ameri- 
ca (RCA) and two of its subsidiaries 
brought this action in a 3-judge dis- 
trict court to enjoin and set aside an 
order of the Federal Communications 
Commission prescribing standards 
for transmission of color television. 
The effect of the challenged order was 
to reject a color system proposed by 
RCA and to accept one proposed by 
the Columbia Broadcasting System 
(CBS).* The basis of RCA'’s com- 
plaint was that the order had been en- 
tered arbitrarily and _ capriciously, 
without the support of substantial evi- 
dence, against the public interest, and 
contrary to law. After hearing and 
oral argument. the district court en- 
tered summary judgment sustaining 
the Commission, one judge dissent- 
ing.® RCA and the other plaintiffs 
took this direct appeal under 28 USC 
§ 1253 and § 2101 (b). 

At the outset we are faced with 
RCA’s contention that the district 
court failed to review the record as a 
whole in determining whether the 
Commission’s order was supported by 
substantial evidence; it is urged that 
for this reason we should summarily 
reverse and remand the case for fur- 


ther consideration by that court. If 
RCA’s premise were correct, the 
course’ which it suggests might be 
wholly appropriate. For as pointed 
out recently, in considering the ques- 
tion of sufficiency of evidence to sup- 
port an administrative order, this 
court must and does rely largely on a 
first reviewing court’s conclusion. 
Universal Camera Corp. v. National 
Labor Relations Board (1951) 340 
US 474, 71 S Ct 456. The present 
case, however, need not be returned 
for further scrutiny below because 
we are convinced that the review 
already afforded did not fall short 
of that which is required. The 
district court heard oral argument 
for three days and deliberated for 
about five weeks before handing 
down its decision. Both the ma- 
jority and dissenting opinions show a 
familiarity with RCA’s basic conten- 
tion (and the minor ones as well) that 
could have come only from careful 
study of the record as a whole. To be 
sure, there was a casual statement in 
the majority opinion susceptible of 
the interpretation that the court in 
reaching the decision made an exami- 
nation of the record less complete than 
it should have been.* Fairly con- 
strued, however, the remark, while 





1The subsidiaries are the National Broad- 
casting Co. and RCA Victor Distributing 
Corp. Later. other parties were permitted 
over the Commission’s objection to intervene 
in support of RCA’s position. The Columbia 
Broadcasting System (CBS) intervened as a 
party defendant 

*The order also rejected a system proposed 
by Color Television, Inc., which is not a party 
to this litigation. 

3(1950) 89 PUR NS 220, 95 F Supp 660. 
*“After listening to many hours of oral 
argument by able counsel representing the 
Tespective parties, we formed some rather defi- 
nite impressions relative to the merits of the 
wtder, as well as the proceedings before the 
Commission upon which it rests. And our 


reading and study of the numerous and volumi- 
nous briefs with which we have been favored 
have not altered or removed those impressions. 
Also, in studying the case, we have been un- 
able to free our minds of the question as to 
why we should devote the time and energy 
which the wmportance of the case merits. real- 
ising as we must that the controversy can only 
be finally terminated by a decision of the Su- 
preme Court. This is so because any decision 
we make 1s appealable to that court as a 
matter of right and we were informed during 
oral argument, in no uncertain terms, that 
which otherwise might be expected. that is, 
that the aggrieved party or parties will im- 
mediately appeal. In other words, this 1s little 
more than a practice session where the parties 
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perhaps unfortunate, is entirely con- 
sistent with that conscientious review 
which we are satisfied was given this 
record by the district court. We there- 
fore pass to the question of validity of 
the Commission’s order. 

[3,4] All parties agree, as they 
must, that given a justifiable fact situ- 
ation, the Commission has power un- 
der 47 USCA § 303 (c). (e), (f), 
(g)® to do precisely what it did in 
this case, namely, to promulgate stand- 
ards for transmission of color televi- 
sion that result in rejecting all but one 
of the several proposed systems. 
Moreover, it cannot be contended 
seriously that the Commission in tak- 
ing such a course was without eviden- 
tial support for its refusal to adopt the 


RCA system at this time.® The rea] 
argument, advanced at great length 
and in many different forms, boils 
down to this: Viewing the record as 
a whole, the Commission as a matter 
of law erred in concluding that the 
CBS color system had reached a state 
of development which justified its ac. 
ceptance to the exclusion of RCA’s 
and that of others. Consequently, be. 
fore the Commission, the district 
court and here, RCA’s main attempt 
has been to persuade that no system 
has yet been proven worthy of accept- 
ance for public use, that commercial 
color broadcasting must be postponed 
awaiting inventions that will achieve 
more nearly perfect results. 

We sustain the Commission’s power 





prepare and test their ammunition for the big 
battle ahead.” (Emphasis added.) 89 PUR 
NS at p. 224. IS F Supp at p. 664. 

547 USCA § 303: “. . . [T]he Com- 
mission. as public convenience, interest. 
or necessity requires shall— 


“(c) Assign bands of frequencies to the 
various classes of stations, and assign fre- 
quencies for each individual station and deter- 
mine the power which each station shall use 
and the time during which it may operate; 


“(e) Regulate the kind of apparatus to be 
used with respect to its external effects and 
the purity and sharpness of the emissions from 
each station and from the apparatus therein; 

“(f) Make such regulations not inconsistent 
with law as it may deem necessary to prevent 
interference between stations and to carry out 
the provisions of this act e.* 

“(z) Study new uses for radio, provide for 
experimental uses of frequencies, and generally 
encourage the larger and more effective use of 
radio in the public interest.” 

6 The Commission unanimously believed that 
CBS had the best system presently available. 
although two Commissioners dissented on other 
grounds. The relative merits and demerits of 
the RCA and CBS systems were summarized 
as follows: 

“T]he RCA system fis] deficient in the 
following respects: 

“(a) The color fidelity of the RCA pic- 
ture 1s not satisfactory. 

“(b) The texture of the color picture is 
not satisfactory. 
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“(c) The receiving equipment utilized by 
the RCA system is exceedingly complex. 

“(d) The equipment utilized at the station 
is exceedingly complex 

“(e) The RCA color system is much more 
susceptible to certain kinds of interference 
than the present monochrome system or the 
CBS system. 

“(f) There is not adequate assurance in the 
record that RCA color pictures can be trans- 
mitted over the 2.7 megacycle coaxial cable 
facilities. 

“(g)The RCA system has not met the re- 
quirements of successful field testing. 


“[T]he CBS system produces a color pic- 
ture that is most satisfactory from the point 
of view of texture, color fidelity, and contrast. 

[Rleceivers and station equipment are 


simple to operate and receivers when 
produced on a mass marketing basis should be 
within the economic reach of the great mass 
of purchasing public. [E]ven with 
present equipment the CBS system can produce 
color pictures of sufficient brightness without 
objectionable flicker to be adequate for home 
use and the evidence concerning long 
persistence phosphors shows that there 1s a 
specific method available for still further in- 
creasing brightness with no objectionable flick- 
er. Finally, while the CBS system 
has less geometric resolution than the present 
monochrome system the addition of color to 
the picture more than outweighs the loss m 
geometric resolution so far as apparent defini- 
tion is concerned.” Second Report of the 


Commission, October 10, 1950, — FCC —. 
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to reject this position and hold valid 
the challenged order, buttressed as it 
is by the district court’s approval. To 
explain our conclusion it is unneces- 
sary to repeat the detailed statement 
of facts made in the majority and mi- 
nority opinions of the Commission 
and dictrict court.” Nor, for present 
purposes, is it necessary to attempt a 
translation of the technical terms in- 
vented to carry meanings in the rapid- 
ly growing television industry. It will 
suffice to give the following brief sum- 
mary of the background of the Com- 
mission’s findings and what was 
found : 

Standards for black and white tele- 
vision transmission were first pro- 
mulgated by the Commission in 1941. 
RCA’s complaint alleges, and all ap- 
parently agree, that “The quality of 
the present [black and white] service, 
the improvements and reductions in 
price to the public that have been made, 
the incredible expansion of the indus- 
try as a whole, are all due to the fact 
that manufacturers could build upon 
a single set of long-range high-quality 
standards.”* From 1941 until now 
the Commission has been engaged in 
consideration of plans and proposals 
looking toward promulgation of a 
single set of color standards.? CBS 
apparently made quicker progress in 


developing an acceptable system than 
did others.’® It was soon attacked, 
however, on the ground that it was 
utilizing old knowledge highly useful 
in the realm of the physical sciences 
and mechanical practices but incongru- 
ous in the new fields of electronics oc- 
cupied by television. This is still the 
core of the objection to the CBS sys- 
tem, together with the objection that 
existing receiving sets are not con- 
structed in such a way that they can, 
without considerable adjustments, re- 
ceive CBS color broadcasts either in 
color or black and white. The fact 
that adjustments are required before 
a CBS color broadcast can be received 
in black and white on existing sets 
makes this system “incompatible” with 
the millions of television receivers 
now in the hands of the public. 
There is no doubt but that a “com- 
patible” color television system would 
be desirable. Recognition of this fact 
seems to be the controlling reason why 
the Commission did not long ago ap- 
prove the “incompatible” CBS sys- 
tem. In the past, it has postponed 
adoption of standards with the hope 
that a satisfactory “compatible” color 
television system would be developed. 
But this time, in light of previous ex- 
perience, the Commission thought that 
further delay in making color available 





7The facts found by the Commission ap- 
pear in two reports on Color Television Is- 
sues. First Report of the Commission, Sep- 
tember 1, 1950, — FCC —; Second Report of 
the Commission, October 10, 1950, — FCC —. 
The district court described the proceedings 
before the Commission as follows: “The hear- 
Ing, participated in by all members of the 
Commission, commenced September 26, 1949, 
and ended May 26, 1950. In all, fifty-three 
different witnesses were heard and 265 exhibits 
received, The transcript of the hearing covers 
4/17 pages. During the period from Novem- 
ber 22, 1949, to February 6, 1950, extensive 
held tests were made of the three systems 
[RCA, CBS, Color Television, Inc.] proposed. 


69 


Progress reports concerning these tests were 
filed with the Commission by the three propo- 
nents during December, 1949, and January, 
1950. Comparative demonstrations of the three 
proposed systems were made on different dates 
until May 17, 1950.” 89 PUR NS at p. 225, 
95 F Supp at p. 665. 

8 Emphasis added. 

9See the particularly interesting historical 
summary of these efforts in Commissioner 
Jones’ dissent to the First Report of the Com- 
mission, September 1, 1950, — FCC —. His 
view was that color television standards should 
have been promulgated long before they were. 

10 See note 6, supra. 
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was too high a price to pay for possible 
“compatibility” in the future, despite 
RCA’s claim that it was on the verge 
of discovering an acceptable “compat- 
ible” system. 

[5,6] The Commission’s special 
familiarity with the problems involved 
in adopting standards. for color televi- 
sion is amply attested by the record. It 
has determined after hearing evidence 
on all sides that the CBS system will 
provide the public with color of good 
quality and that television viewers 
should be given an opportunity to re- 
ceive it if they so desire. This deter- 
mination certainly cannot be held ca- 
pricious. It is true that the choice be- 
tween adopting standards now or at 
a later date was not free from difficul- 
ties. Moreover, the wisdom of the 


decision made can be contested as is 
shown in the dissenting opinions of 


two Commissioners. But courts 
should not overrule an administrative 
decision merely because they disagree 
with its wisdom.” We cannot say 
the district court misapprehended or 


misapplied the proper judicial stand- 
ard in holding that the Commission’s 
order was not arbitrary or against the 
public interest as a matter of law.” 

[7] Whether the Commission 
should have reopened its proceedings 
to permit RCA to offer proof of new 
discoveries for its system was a ques- 
tion within the discretion of the Com- 
mission which we find was not 
abused.“* We have considered other 
minor contentions made by RCA but 
are satisfied with the way the district 
court disposed of them. 

The district court’s judgment sus- 
taining the order of the Commission is 


Affirmed. 


Mr. Justice FRANKFURTER, dubi- 
tante: Since I am not alone in enter- 
taining doubts about this case they 
had better be stated. The ultimate 
issue is the function of this court in 
reviewing an order of the Federal 
Communications Commission, adopt- 
ed October 10, 1950, whereby it pro- 
mulgated standards for the transmis- 





11 See note 6, 

12 National Broadcasting Co. v. United 
States (1943) 319 US 190, 224, 87 L ed 1344, 
1366, 49 PUR NS 470, 490, 63 S Ct 997. 

13 Universal Camera Corp. v. National La- 
bor Relations Board (1950) 340 US 474, 490, 
491,71 S Ct 456. 

14 See United States v. Pierce Auto Freight 
Lines (1946) 327 US 515, 534, 535, 90 L ed 
821, 834, 835, 63 PUR NS 405, 416, 417, 66 S 
Ct 687. With respect to reopening the record, 
the Commission said in part: “ . A 
new television system is not entitled to a hear- 
ing or a reopening of a hearing simply on the 
basis of a paper presentation. In the radio 
field many theoretical systems exist and can be 
described on paper but it is a long step from 
this process to successful operation. There 
can ne no assurance that a system is going to 
work until the apparatus has been built and 
has been tested. None of the new systems or 
improvements in systems meet these tests so as 
to warrant reopening of the hearing. ; 

“The Commission does not imply that there 
is no further room for experimentation. 

Many of the results of such experimentation 
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supra, 


can undoubtedly be added without affecting 
existing receivers. As to others some obsoles- 
cence of existing receivers may be involved if 
the changes are adopted. In the interest of 
stability this latter type of change will not 
be adopted unless the improvement is substan- 
tial in nature, when compared to the amount of 
dislocation involved. But when such an im- 
provement does come along, the Commission 
cannot refuse to consider it merely because 
the owners of existing receivers might be com- 
pelled to spend additional money to continue 
receiving programs. 

~ . [A]ny improvement that results 
from the experimentation might face the prob- 
lem of being incompatible with the present 
monochrome system or the color system we 
are adopting today. In that event, the new 
color system or other improvement will have 
to sustain the burden of showing that the im- 
provement which results is substantial enough 
to be worth while when compared to the 
amount of dislocation involved to receivers 
then in the hands of the public.” Second Re- 
port of the Commission, October 10, 1950. — 
FCC — 
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sion of color television. The signifi- 
cance of these standards lies in the 
sanction of a system of “incompatible” 
color television, that is, a system re- 
quiring a change in existing receivers 
for the reception of black and white 
as well as colored pictures. The sys- 
tem sanctioned by the Commission’s 
order will require the addition of an 
appropriate gadget to the millions of 
outstanding receiving sets at a vari- 
ously estimated, but in any event sub- 
stantial, cost. From the point of 
view of the public interest, it is highly 
desirable to have a color television 
system that is compatible. The Com- 
mission’s order sanctioning an incom- 
patible system is based not on the 
scientific unattainability of a compat- 
ible system, nor even on a forecast 
that its feasibility is remote. It rests 


on the determination that inasmuch as 
compatibility has not yet been achieved, 


while a workable incompatible system 
has proven itself, such a system, how- 
ever intrinsically unsatisfactory, ought 
no longer to be withheld from the pub- 
lic. 

After hearings on the Commission’s 
proposals were closed, the Radio Cor- 
poration of America, persistent pro- 
moter of a compatible system, sug- 
gested to the Commission further 
consideration of the progress made 
after the Commission had taken the 
matter under advisement in May, 
1950. To be sure, this proffer of rele- 
vant information concerning progress 
toward the desired goal was made by 
an interested party. But within the 
Commission itself the need for further 
light was urged in view of the rapid 
development that had been made since 
the Commission’s hearings got under 
way. The heart of the controversy 


was thus put by Commissioner Hen- 
nock: “It is of vital importance to the 
future of television that we make every 
effort to gain the time necessary for 
further experimentation leading to the 
perfection of a compatible color tele- 
vision system.’’ The Commission did 
not rule out reasonable hope for the 
early attainment of compatibility. In- 
deed, it gave ground for believing that 
success of experimentation to that end 
is imminent. But it shut off further 
inquiry into developments it recog- 
nized had grown apace because in its 
“sound discretion” it concluded that 
“a delay in reaching a determination 
with respect to the adoption of stand- 
ards for color television service 
would not be conducive to the orderly 
and expeditious dispatch of the Com- 
mission’s business and would not best 
serve the ends of justice . 


The real question, as I have indi- 
cated, is whether this determination of 
the Commission, considering its na- 
ture and its consequences, is beyond 
judicial scrutiny. 

I am no friend of judicial intrusion 
into the administrative process. I do 
not believe in a construction of the 
Communications Act that would cramp 
the broad powers of the Communica- 
tions Commission. See National 
Broadcasting Co. v. United States 
(1943) 319 US 190, 87 L ed 1344, 
49 PUR NS 470, 63 S Ct 997. Ihave 
no doubt that if Congress chose to 
withdraw all court review from the 
Commission’s orders it would be con- 
stitutionally free to do so. See Stark 
v. Wickard (1944) 321 US 288, 312, 
88 L ed 733, 749, 64 S Ct 559. And 
I deem it essential to the vitality of 
the administrative process that, even 
when subject to judicial review, the 
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Commission be allowed to exercise its 
powers unhampered by the restrictive 
procedures appropriate for litigation 
in the courts. See Federal Communi- 
cations Commission v. National 
Broadcasting Co. (1943) 319 US 239, 
248, 87 L ed 1374, 1380, 51 PUR NS 
413, 418, 63 S Ct 1035. But so long 
as the Congress has deemed it right to 
subject the orders of the Commission 
to review by this court, the duty of 
analyzing the essential issues of an 
order cannot be escaped by too easy 
reliance on the conclusions of a dis- 
trict court or on the indisputable for- 
mula that an exercise of discretion by 
the Commission is not to be displaced 
by a contrary exercise of judicial dis- 
cretion. 

What may be an obvious matter of 
judgment for the Commission in one 
situation may so profoundly affect the 
public interest in another as not to be 
a mere exercise of conventional dis- 
cretion. Determinations by the Com- 
mission are not abstract determina- 
tions. We are not here called upon to 
pass on the abstract question whether 
the Commission may refuse to recon- 
sider a problem before it although en- 
lightening new evidence is promised. 
We are faced with a particular order 
of great significance. It is not the 
effect of this order upon commercial 
rivalries that gives it moment. The 
Communications Act was not designed 
as a code for the adjustment of conflict- 
ing private interests. It is the fact that 
the order originates color television, 
with far-reaching implications to the 
public interest. 


The assumption underlying our sys- 
tem of regulation is that the national 
interest will be furthered by the fullest 


possible use of competition. At some 


89 PUR NS 


point, of course, the Commission must 
fix standards limiting competition. 
But once those standards are fixed, 
the incentive for improvement is re- 
laxed. It is obvious that the money 
spent by the public to adapt and con- 
vert the millions of sets now in use 
may well make the Commission reluc- 
tant to sanction new and better stand- 
ards for color pictures if those 
standards would outmode receiving 
sets adapted to the system already in 
use. And even if the Commission is 
willing to adopt a second, inconsistent 
set of color television standards some- 
time in the future, the result will be 
economic waste on a vast scale. 

And all to what end? And for 
what overriding gain? Of course the 
Commission does not have to wait for 
the millennium. Of course it does not 
have to withhold pictures from the 
American public indefinitely because 
improvements in color transmission 
will steadily be perfected. That is not 
what is involved here. What the Com- 
mission here decided is that it could 
not wait, or the American public could 
not wait, a little while longer, with 
every prospect of a development which, 
when it does come, concededly will 
promote the public interest more than 
the incompatible system now author- 
ized. Surely what constitutes the 
public interest on an issue like this is 
not one of those expert matters as to 
which courts should properly bow to 
the Commission’s expertness. In any 
event, nothing was submitted to us 
on argument, nor do I find anything in 
the Commission’s brief of 150 pages, 
which gives any hint as to the public 
interest that brooks no delay in getting 
color television even though the meth- 
od by which it will get it is intrinsically 
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lesirable, inevitably limits the pos- 

vilities of an improved system or, in 
any event, leads to potential great 
economic waste. The only basis for 
this haste is that the desired better 
method has not yet proved itself and 
in view of past failures there is no 
great assurance of early success. And 
so, since a system of color television, 
though with obvious disadvantages, is 
available, the requisite public interest 
which must control the Commission’s 
authorization is established. I do not 
agree. 

One of the more important sources 
of the retardation or regression of 
civilization is man’s tendency to use 
new inventions indiscriminately or too 
hurriedly without adequate reflection 
of long-range consequences. No doubt 


the radio enlarges man’s horizon. But 
by making him a captive listener it 
may make for spiritual impoverish- 


ment. Indiscriminate use of the radio 
denies him the opportunities for re- 
flection and for satisfying those needs 
of withdrawal of which silent prayer 
is only one manifestation. It is an 
uncritical assumption that every form 
of reporting or communication is 
equally adaptable to every situation. 
Thus, there may be a mode of what 
is called reporting which may defeat 
the pursuit of justice. 

Doubtless, television may find a 
place among the devices of education ; 
but much long-headed thought and pa- 
tient experimentation are demanded 
lest uncritical use may lead to hasty 


jettisoning of hard-won gains of civil- 
ization. The rational process of trial 
and error implies a wary use of nov- 
elty and a critical adoption of change. 
When a college head can seriously 
suggest, not by way of irony, that 
soon there will be no need of people 
being able to read—that illiteracy will 
be the saving of wasteful labor—one 
gets an idea of the possibilities of the 
new barbarism parading as scientific 
progress. 

Man forgets at terrible cost that the 
environment in which an event is 
placed may powerfully determine its 
effect. Disclosure conveyed by the 
limitations and power of the camera 
does not convey the same things to 
the mind as disclosure made by the 
limitations and power of pen or voice. 
The range of presentation, the oppor- 
tunities for ‘distortion, the impact on 
reason, the effect on the looker-on as 
against the reader-hearer, vary; and 
the differences may be vital. Judg- 
ment may be confused instead of en- 
lightened. Feeling may be agitated, 
not guided; reason deflected, not en- 
listed. Reason—the deliberative proc- 
ess—has its own requirements, met by 
one method and frustrated by an- 
other." 

What evil would be encouraged, 
what good retarded by delay? By 
haste, would morality be enhanced, 
insight deepened, and judgment en- 
lightened? Is it even economically 
advantageous to give governmental 
sanction to color television at the 





1“Broadcasting as an influence on men’s 
minds has great possibilities, either of good 
or evil. The good is that if broadcasting can 
find a serious audience it is an unrivalled 
means of bringing vital issues to wider under- 
standing. The evil is that broadcasting is 
capable of increasing perhaps the most serious 
of all dangers which threaten democracy and 
free institutions today—the danger of passiv- 


ity—of acceptance by masses of orders given 
to them and of things said to them. Broad- 
casting has in itself a tendency to encourage 
passivity, for listening as such, if one does no 
more, is a passive occupation. Television may 
be found to have this danger of passivity in 
even stronger form.” Report of the Broadcast- 
ing Committee, 1949 (Cmd 8116, 1951) 75. 
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first practicable moment, or will it 
not in fact serve as an added drain on 
raw materials for which the national 
security has more exigent needs? 

Finally, we are told that the Com- 
mission’s determination as to the like- 
ly prospect of early attainment of com- 
patibility is a matter within its compe- 
tence and not subject to court review. 
But prophecy of technological feasibil- 
ity is hardly in the domain of expert- 
ness so long as scientific and tech- 
nological barriers do not make the 
prospect fanciful. In any event, this 
court is not without experience in un- 
derstanding the nature of such com- 
plicated issues. We have had occa- 
sion before to consider complex scien- 
tific matters. Telephone Cases (1888) 
126 US 1, 31 L ed 863, 8 S Ct 778: 
McCormick v. Whitmer (1889) 129 
US 1, 32 L ed 593, 9 S Ct 213 (har- 
vester): Corona Cord Tire Co. v. 
Dovan Chemical Corp. (1928) 276 
US 358, 72 L ed 610, 48 S Ct 380 
(improvement in vulcanization of rub- 
ber): DeForest Radio Co. v. General 
Electric Co. (1931) 283 US 664, 75 
L ed 1339, 51 S Ct 563 (high-vacuum 
discharge tube); Radio Corp. of 
America v. Radio Engineering Lab- 
oratories (1934) 293 US 1, 79 L ed 
163, 54 S Ct 752 (audion oscillator ) ; 
Marconi Wireless Teleg. Co. v. United 
States (1943) 320 US 1. 87 L ed 
1731, 63 S Ct 1393 (wireless telegra- 
phy improvement) ; and Universal Oil 
Products Co. v. Globe Oil & Refining 
Co. (1944) 322 US 471, 88 L ed 
1399, 64 S Ct 1110 (oil cracking 
process ). 

Experience has made it axiomatic 
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to eschew dogmatism in predicting the 
impossibility of important develop. 
ments in the realms of science and tech- 
nology. Especially when the incentive 
is great, invention can rapidly upset 
prevailing opinions of feasibility. One 
may even generalize that once the 
deadlock in a particular field of inquiry 
is broken progress becomes rapid. 
Thus, the plastics industry developed 
apace after a bottleneck had been bro- 
ken in the chemistry of rubbers. Once 
the efficacy of sulfanilamide was clearly 
established, competent investigators 
were at work experimenting with 
thousands of compounds, and new and 
better antibiotics became available in 
a continuous stream. A good example 
of the rapid change of opinion that 
often occurs in judgment of feasibility 
is furnished by the cyclotron. Only 
a few years ago distinguished nuclear 
physicists preclaimed the limits on the 
energy to which particles could be ac- 
celerated by the use of a cyclotron. It 
was suggested that 12,000,000-volt 
protons were the maximum obtain- 
able. Within a year the limitations 
previously accepted were challenged. 
At the present time there are, I believe, 
in operation in the United States at 
least four cyclotrons which accelerate 
protons to energies of about 400.000.- 
000 volts. One need not have the in- 
sicht of a great scientific investigator, 
nor the rashness of the untutored to be 
confident that the prognostications 
now made in regard to the feasibility 
of a “compatible” color television sys- 
tem will be falsified in the very near 
future. 
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MARYLAND PUBLIC SERVICE COMMISSION 


Re Capital Transit Company 


Case No. 5165, Order No. 48115 
March 29, 1951 


PPLICATION by transit company for authority to discontinue 
A certain passenger lines; granted. 


Service, § 271 — Abandonment of transit lines — Operating losses. 
1. A transit company should be authorized to discontinue passenger lines 
which are being operated at a loss, p. 79. 


Service, § 233 — Abandonment — Operating losses — Effect of system-wide 


profits. 


2. A transit company should not be compelled to continue branch lines 
merely because operating lesses on those lines could be offset by profit on 
the rest of the company’s service, p. 80. 


3y the ComMIssIon: On March 1, 
1951, the Capital Transit Company 
delivered to the Public Service Com- 
mission of Maryland a letter or notice 
with which it transmitted applications 
for permission to operate motor ve- 
hicles in public transportation over a 
iarge number of routes in Montgomery 
and Prince George’s counties, adjacent 
to the District of Columbia, for the 
year beginning April 1, 1951. The 
Commission, in said notice, was ad- 
vised that Routes F-8, G-8, H-3, N- 
8. O-2, T-+4, X-8, and Y-—3 had been 
omitted and that no application would 
be made for permits for these lines, 
and that the company proposed to dis- 
continue service on these lines on 


March 31, 1951. 


Capital Transit Company assigned 
as its reason for failure to apply for a 
continuance of service on these lines, 
the fact that revenues in each case 
failed, by a wide margin, to cover the 
costs of operators’ wages, maintenance 


of busses, gasoline, oil, tires, claims 
and license fees, exclusive of manage- 
rial costs, depreciation, and return on 
investment. 

After notice of the position of the 
Capital Transit Company became pub- 
lic, complaints were filed with this 
Commission protesting the action of 
the Capital Transit Company, and as 
a result of these protests the Commis- 
sion, on its own motion, instituted an 
investigation to determine whether or 
not the Capital Transit Company 
should be permitted to abandon service 
on the 8 lines in question, and assigned 
March 21, 1951, as a hearing date, 
and the hearing was held on March 
21st and 22nd in the Armory at Silver 
Spring, Montgomery county, Mary- 
land, in order to give all protestants 
ample opportunity to be present and 
testify. 

On March 13, 1951, the Capital 
Transit Company filed a motion to dis- 
miss the proceeding instituted by the 
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Commission, assigning therefor the 
following reasons: 

(1) That the permit for the routes 
in question had either expired, or will 
expire, on March 31, 1951, and that 
the Transit Company has not made 
application, and does not intend to 
make application, for their renewal. 

(2) That the Commission has no 
jurisdiction or statutory authority to 
grant permits for the operation of such 
routes for the period beginning April 
1, 1951, except on the application of 
the Capital Transit Company. 

(3) That it was not required to se- 
cure permission, approval, or a deter- 
mination by the Commission of dis- 
continuance of operations under a 
franchise or right, which has expired 
or is nonexistent, and that no provi- 
sion of the law required it to make ap- 
plication to renew its permits over such 
routes. 

(4) That the Commission could not 
require it to operate over the routes in 
question without lawful permits, after 
April 1, 1951, and that it would not 
have such permits, no application hav- 
ing been made therefor. 

(5) That this Commission was 
without power to direct it to operate 
any of the routes which entered the 
District of Columbia. 

The Commission refused to act on 
this motion to dismiss at the time it 
was filed, and advised the Capital 
Transit Company that action would be 
deferred until after the hearing had 
been concluded. 

Subsequent to the hearing, and on 
March 28, 1951, Capital Transit Com- 
pany requested the Commission to re- 
new its permit to operate busses on 
Route T4, and permission has been 
granted: therefore this line is elimi- 
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nated from those to be now considered, 

A large number of people were 
present at the hearing. The communi- 
ties traversed by the lines sought to be 
discontinued were well represented, 
Many governmental and civic groups 
appeared in opposition to discontinu- 
ance of the service, as did numerous 
individuals living along the routes. 

The Commission called upon the 
Capital Transit Company to produce 
evidence upon which it based its deci- 
sion to discontinue the lines in ques- 
tion. 

Testimony was offered on behalf of 
the Capital Transit Company and by 
the various individuals, groups, and 
organizations as to the territory 
served, and the Commission was gen- 
erally familiar with each and every 
territory, as a personal inspection had 
been made of each line prior to the 
hearing. 

Capital Transit Company defended 
its position on two grounds, namely, 
first, that the public interest did not 
require the continuance of the service, 
and, second, that each line was oper- 
ated at a substantial loss. 


A brief resumé of the testimony 
with respect to the territory served, 
and the loss in operating the line, is as 
follows: 


Route G—8 -— Greenbelt 


This bus runs from the terminus of 
the Branchville streetcar about four- 
tenths of a mile east of Route #1 
at the Beltsville road to the town of 
Greenbelt, a distance of about 3 miles. 
During the rush hours the bus also 
operates from the Branchville street- 
car line to the Dairy house at College 
Park. The territory between the 
Branchville streetcar line and Green- 
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belt is sparsely settled. Berwyn is lo- 
cated about four-tenths of a mile south 
of Greenbelt road, but it is apparent 
that the residents of Berwyn make lit- 
tle use of this bus line. It is also ap- 
parent that a sufficient number of the 
residents of Greenbelt do not use this 
bus line to enable it to operate at a 
profit. It is interesting to note that 
Greenbelt operates a community bus, 
which terminates at and connects with 
the G-8 bus, at a loss. The fare was 
originally 5 cents, has now been in- 
creased to 10 cents, and the bus still 
is not operated profitably. 

The net operating loss for this line 
for the year 1950 was $36,293. The 
operating expenses were $58,793, 
while the revenues were less than one- 
half of that amount, being only $29,- 
043. Taxes and depreciation were 
$6,543. 

It is quite apparent from the testi- 
mony that this line cannot be operated 
profitably, and this is due in part, per- 
haps, to the fact that there is not suf- 
ficient patronage now or in contempla- 
tion along the territory served. 


Route H-3 — Riverdale — Eastpines 


The western terminus of this line is 
at the Branchville streetcar and Riv- 
erdale road. It operates a distance of 
1.8 miles to Eastpines, passing through 
East Riverdale. The B—4 bus line op- 
erated by the Capital Transit Company 
meets this line at East Riverdale. With 
the exception of East Riverdale and 
the section lying adjacent to the 
Branchville streetcar line, it is sparse- 
ly settled. This line is not well pat- 
ronized, as the total operating revenue 
for 1950 is only $3,798. Eastpines is 
sparsely settled, having less than 400 
homes. It-is almost axiomatic that 


any line through sparsely settled terri- 
tory, which produces less than $4,000 
total ‘revenue, cannot be operated 
profitably. The net operating loss for 
this line was $7,111. Parts of the 
territory are served by the Branch- 
ville trolley line and the B—4 bus line, 
and it would seem that the public does 
not support this line to the extent 
necessary to require its continuance. 


Route F—8 — Hyattsville 


This line operates in Hyattsville 
from Route U. S. #1 over Colesville 
road and in a circuitous fashion to 
Rhode Island avenue near the District 
line. While this route serves, in part, 
a fairly well-populated territory, por- 
tions of this same territory are served 
by the G—6 and G4 lines. This par- 
ticular bus route is served for almost 
its entire length by Bus Route G-6. 
Many of the passengers along this line 
can, and possibly do, use the G-6 
line, thus reducing the number of pas- 
sengers who otherwise would use the 
F-8 line. This line operated at a loss 
for 1950 in the amount of $23,390. It 
would seem that the community is 
fairly well served by other bus lines, 
and that the resultant loss outweighs 
the inconvenience which will be 
caused some passengers of this line. 


Route X-8 — Sheriff Road 


Here the bus is operated from the 
District line and Eastern avenue to 
West Brothers Brick Company on the 
east, a distance of but 1.1 miles. The 
territory through which it traverses is 
sparsely settled with the exception of 
that part north of Sheriff road imme- 
diately adjacent to the District line. 
The total revenue from this line for 
1950 was $10,139, and the cost of op- 
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eration was $22,807, resulting in a net 
operating loss of $14,819, after taxes 
and depreciation of $2,151. 

There is no indication that this ter- 
ritory will, in the immediate future, 
produce a greater number of passen- 
gers, and it is evident that the public 
convenience does not require a con- 
tinuance of this line. ° 


Route N-8 — Glen Echo 


The Maryland portion of this bus 
line begins at the circle on Massachu- 
setts and Western avenues, and runs 
in a northeasterly direction, a distance 
of approximately 4.4 miles, to Per- 
simmon Tree road. There was a great 
deal of opposition to the discontin- 
uance of this line, and there was testi- 
mony as to the communities along the 
route. When, however, the receipts 
from the operation of this line are an- 
alyzed, it can be seen that it is not at 
all well patronized. The various com- 
munities are separated and, in the 
main, have an average of possibly 250— 
300 homes. The +20 streetcar line 
parallels the N-8 line at Glen Echo 
for a distance of about one-half mile, 
and persons in the vicinity of Glen 
Echo could use the #20 streetcar. 


This line was operated at a loss of 
$23,583 for the year 1950, being the 
second highest loss sustained by any 
of the bus lines in question. The op- 
erating revenues were only $16,100 
while the operating expenses amounted 
to $35,636, and taxes and depreciation 
amounted to $4,047. 

It becomes evident from the testi- 
mony with respect to the revenues and 
expenses that the bus line cannot be 
supported at a profit, and its removal 
will be inconvenient to some, but the 
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vast majority of persons living along 
the line do not patronize the bus. 


Route O-2 — Kenwood, Edgemoor 
and Bradley Boulevard 


This bus line originates at Wiscon- 
sin and Western avenues, and runs ina 
southwesterly direction to River road, 
from which point it enters Maryland, 
following River road to Dorset avenue. 
From this point it makes many turns 
before returning to Wisconsin avenue 
at Leland street. It then runs north 
for about four-tenths of a mile to 
Edgemoor Lane and then traverses 
over Moorland and Wilson Lanes to 
Bradley boulevard, and thence in a 
northeasterly direction to Burdette 
road. This line is 7.18 miles in 
length, and along the greater portion 
of this distance, particularly the south- 
eastern part and the northwestern part, 
traverses territory which is improved 
by large homes or estates. The Brad- 
ley boulevard section is somewhat 
sparsely settled. The residents along 
River road and Bradley boulevard are 
not frequent patrons of the bus line. 
Nearly all have at least one automobile 
and many two, and some three. The 
population is greater along Wisconsin 
avenue, Leland street, and Edgemoor 
Lane, but apparently it is not sufficient 
to support the line. 

The total operating revenues for this 
line were $24,625 for 1950, while the 
operating expenses were $34,884. 
After allowing for taxes and deprecia- 
tion the net operating loss was $14,- 


480. 


Route Y-3 — Piney Branch Road 


This bus line enters Maryland at 
Piney Branch road and Eastern avenue 
and extends in a northeasterly direc- 
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tion for about one mile, where it con- 
nects with Z-8 bus line at Sligo ave- 
nue. This territory traversed by this 
bus is fairly well built up. A school is 
now being erected about half way be- 
tween the termini of the bus line. 
Even so, the line is operated at a sub- 
stantial loss, amounting to $5,524 for 
the year 1950. The operating reve- 
nues for this line were only $1,837, 
and it can hardly be said that public 
convenience and necessity require the 
maintenance of a bus line which pro- 
duces such small revenue on an annual 
basis. 

[1] We have heretofore devoted 
our attention mainly to the character 
of the communities served and to the 
losses sustained by the Capital Transit 
Company. We briefly mention one 
other feature with respect to several of 
the lines, namely, X-8, N-8, O-2, and 
Y-3. All of these routes continue 
across the District line and into the 
District of Columbia. The X-8, N-8, 
and O-2 lines cannot be terminated at 
any suitable place in Maryland. The 
Y-3 line can be terminated in Mary- 
land near the District line, but it would 
be folly to terminate this line in Mary- 
land with no provision being made to 
pick up the passengers and to transport 
them in the District of Columbia. 


We have no jurisdiction over inter- 


state traffic. While the District of 
Columbia Commission will be required 
to pass upon the discontinuance of that 
portion of the lines in question over 
the routes traversed in the District, 
we do not see how we can, under the 
decisions of the court of appeals of 
Maryland, authorize the continuance of 
a service here proposed to be aban- 
doned, even though the District of 
Columbia Commission might direct a 


connecting service to be established at 
the District line. This Commission 
has heretofore had before it other ap- 
plications of the Capital Transit Com- 
pany to abandon service in Maryland. 
In the recent case of Hessey v. Capital 
Transit Co. — Md —, 80 PUR NS 
513, 516, 66 A2d 787, 10 ALR2d 
1114, decided by the court of appeals 
of Maryland on June 8, 1949, that 
court, over the objection of the Public 
Service Commission, permitted aban- 
donment of the Beltsville line, solely 
because the line was being operated 
at a loss. In that case the court 
said: 

“It is a recognized principle that a 
railroad company, organized and con- 
ducted for private corporate profit, 
but devoting its property to the use of 
the public, does not do so irrevocably 
or absolutely, but upon condition that 
the public will supply sufficient traffic 
on a reasonable rate basis to yield a 
fair return. If at any time it appears 
that further operation will result in 
loss, the company may discontinue 
operation and salvage whatever it can 
out of the property by dismantling the 
road. To compel a railroad to con- 
tinue at a loss would amount to the 
taking of property without just com- 
pensation in violation of the due proc- 
ess clause of the Fourteenth Amend- 
ment of the Constitution of the United 
States. We specifically hold 
that a common carrier cannot be com- 
pelled to carry on even a branch of its 
business in an unbusinesslike way 
with resulting loss, unless it is neces- 
sary for the fulfilment of its corporate 
duties.” 


In view of the clear mandate of the 
court of appeals, this Commission has, 
under the evidence in-this case, no al- 
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ternative other than to permit the dis- 
continuance of the lines in question. 
[2] At the hearing great stress was 
placed upon the fact that the Capital 
Transit Company operated its entire 
system at a profit for the year 1950. 
This is true. The company did oper- 
ate at a profit, but it sustained a loss 
on the 7 lines in question to the ex- 
tent of $125,200, which is a large sum 
for such small operations. The court 
of appeals also said in the case just 
quoted that the company could not be 
compelled to continue the branch lines 
merely because the loss could be offset 
by profit on the rest of the service. The 
exact language of the court of appeals 
is as follows: “If one branch of the 
service is unprofitable, it would be 
neither good business nor justice to 


compel the company to continue that 
branch merely because the loss could 
be offset by profit on the rest of the 
service.” (Supra, 80 PUR NS at p. 
516.) 

In view of the law as laid down by 
the court of appeals of Maryland this 
Commission is required to permit the 
discontinuance of these lines, and an 
appropriate order will be entered. 
[Order omitted herein. ] 

In view of the conclusion which 
this Commission has reached with re- 
spect to the right of the Transit Com- 
pany to discontinue the service, it be- 
comes unnecessary for the Commission 
to pass upon the motion of the Capital 
Transit Company to dismiss the inves- 
tigation instituted by the Commission. 
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Re New England Telephone & 
Telegraph Company 
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21, 


1951 


ETITION of telephone company for permission to make in- 
creased telephone rates effective on less than statutory 


notice; granted. 


Rates, § 632 — Emergency rate increase for telephone company — Sharp increase 


in operating costs. 


1. A telephone company was authorized to put into effect new rate schedules 
which would afford it $5,000,000 in revenue over and above the revenues 
allowed it under a recently effective rate order, where increases in Federal 


income taxes, unemployment compensation taxes, and wages to employees 
made it no longer possible for the company to realize a net return upon its 
rate base of 6.23 per cent. which return’ had been held reasonable in the 
previous order and where the situation was of an emergency character be- 
cause of the imminent necessity of refinancing the short-term debt by the 
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issuance of new stock so as to put the company in a position to expand its 
plant to meet the ever-increasing demand for telephone service, p. 81. 


Return, § 26 — Reasonableness — Capital costs —— Security prices. 
2. It was considered proper for a telephone company to charge rates which 
would allow it to realize a rate of return found reasonable as of two years 
earlier by a judicial decree, where the history of security issues represent- 
ing new equity capital for comparable companies since the date of the earlier 
decree showed that the situation upon which the court made its determina- 
tion had not changed, p. 84. 


§ 69 — Managerial discretion — Classifications from which additional reve- 
nues should be obtained. 

3. A telephone company which has been found in need of a large amount 

of additional revenue will be permitted to obtain such revenues from those 

service classifications which the company management considers proper un- 

less the decision of management appears to be without basis or contrary to 

sound discretion, p. 85. 


§ 249 — Effective date of new rate schedules — Conditions when rates will 
be made effective on less than statutory notice. 

4. A telephone company will be permitted to put new and increased rates 
in effect on less than statutory notice where, because of increased costs, 
existing rates are not yielding it what an earlier court decision decided was 
a fair return and where the company has an imminent and pressing need 
for additional plant construction which it is unable to undertake until its 
present short-term debt has been permanently financed, which financing can- 
not take place until it is earning an adequate return, p. 85. 


¥ 


APPEARANCES: Horace P. Moul-_ rates and charges of a common carrier 


ton, for New England Telephone & 
Telegraph Company; Alexander E. 
Finger, City Solicitor, for city of 
Chelsea; David F. Keefe, City Solici- 
tor, for city of Northampton: Charles 
D. Sloan, City Solicitor, for city of 
Springfield ; John T. Hanley, Assistant 
City Solicitor, for city of Springfield; 
Mark E. Gallagher, Jr., City Solicitor, 
for city of Medford; Hartley C. Cut- 
ter, for cities of Malden and Melrose: 
Matthew S. Heaphy, City Solicitor, 
for city of Beverly. 

By the DEPARTMENT: 

[1] This is a petition filed by New 
England Telephone & Telegraph 
Company pursuant to §19 of Chap 
159 of the General Laws under which 
the Department for good cause shown 
may allow changes in the schedules of 


[6] 


to be made effective in less than thirty 
days after filing under such conditions 
as the Department may prescribe. 
Applicant is a common carrier as de- 
fined in § 12 of Chap 159. This pe- 
tition was filed March 30, 1951, and, 
after due notice, a public hearing was 
held on April 24, 1951, which was 
continued for purposes of cross-exam- 
ination to April 26. 

In order fully to understand the in- 
stant petition, it is necessary to have 
in mind the rather complicated history 
that lies behind it. 

The first proceeding of the tele- 
phone company leading to an increase 
in the telephone rates that had been 
effective in Massachusetts since 1925 
came in May, 1947. At that time, 
the petitioner filed a petition similar to 
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the present proceeding based upon al- 
leged sharply increased wage costs 
stated to require immediate relief in 
the amount of $5,000,000 annually by 
way of increase in its gross revenues. 
After investigation, the Department 
concluded that this request was war- 
ranted and ordered tthe increased rates 
in effect in July, 1947, D.P.U. 7750, 
70 PUR NS 56. The rates in effect 
under this order are sometimes re- 
ferred to as the “$5,000,000 rates.” 
Thereafter on April 21, 1948, the 
petitioner filed a complete revision of 
its then existing tariffs stated therein 
to be effective May 21, 1948, which 
were designed to increase its annual 
gross operating revenues by $10,000,- 
000 above the $5,000,000 rates. 
These have been known as the “$15,- 
000,000 rates.” The application of 
these tariffs was suspended by the De- 


partment and an exhaustive investiga- 
tion undertaken of such proposed in- 


creases. This investigation was 
carried on simultaneously with an 
investigation authorized by a Resolve 
of the General Court (Chap 84 of the 
Resolves of 1948). Public hearings 
in these matters were concluded on 
January 5, 1949, after twenty-nine 
days of testimony covering some 3,000 
pages of transcript and after submis- 
sion of numerous exhibits covering 
some 2,500 pages of financial and sta- 
tistical data. The Department made 
its findings, rulings, and orders upon 
this testimony on March 18, 1949, 
D.P.U. 8181, 8324, 83 PUR NS 238, 
in which it analyzed all of this testi- 
mony and made detailed findings both 
of fact and law in connection there- 
with. In view of the fact that the 
order was designed to be a report to 
the legislature as well as an order 


89 PUR NS 


in the pending rate case, it was neces- 
sarily in far more detail than is cus- 
tomary, and covered some 113 printed 
pages. In this order in D.P.U. 8181, 
supra, the Department (1) vacated its 
order allowing the $5,000,000 rates, 
(2) disallowed the $15,000,000 rates, 
and (3) ordered the company to file 
a new schedule which would permit 
it to assess a 5 per cent surcharge on 
all rates in effect prior to July, 1947, 
together with certain other changes 
relatively minor in revenue effect. 
The schedules filed in accordance with 
the direction of the Department in 
D.P.U. 8181, supra, are generally re- 
ferred to as the “5 per cent rates.” 

In its order in D.P.U. 8181, supra, 
the Department stated that during the 
pendency of those proceedings, the 
respondent had attempted to introduce 
evidence of certain increases in cost 
which had become effective while the 
hearings were in progress, that such 
motion had been denied but that the 
company would be justified in filing 
an application for rates designed to 
cover such increased costs immediate- 
ly after it had filed schedules in ac- 
cordance with the order in the then 
pending proceedings. The company 
proceeded in accordance with such 
suggestion, and on May 23, 1949, it 
was ordered to file new rates which 
would increase the 5 per cent sur- 
charge authorized in D.P.U. 818], 
supra, to a total of 9 per cent in order 
to cover such increased costs (D.P.U. 
8604). These are sometimes referred 
to as the “9 per cent rates.” 

The petitioner, considering itself 
aggrieved by the decision of the De 
partment in D.P.U. 8181 and 8604, 
appealed to the supreme judicial court 
under § 5 of Chap 25 of the General 
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Laws, claiming (1) that the Depart- 
ment erred in disallowing expenses 
based upon a 35 per cent debt ratio 
and in computing expenses based upon 
a 45 per cent debt ratio, (2) that the 
Department erred in refusing to con- 
sider as a part of the rate base that 
portion of the company’s surplus 
which had been reinvested in plant, 
and (3) that the Department erred in 
allowing the company gross revenues 
which would enable it to realize a re- 
turn of only 4.87 per cent on the rate 
base, which percentage resulted from 
a finding by the Department that a 6 
per cent return on its capital stock was 
adequate for its purposes. On May 
26, 1949, the company was authorized 
by the supreme judicial court to collect 
the $15,000,000 rates pending dispo- 
sition of the appeal, under bond to re- 
fund any excess to its customers if the 
final decision of the court was that 
such rates were unnecessarily or un- 
reasonably high. 

On February 28, 1951, the supreme 
judicial court handed down its deci- 
sion on the appeal (New England 
Teleph. & Teleg. Co. v. Department 
of Pub. Utilities [1951] — Mass —, 
88 PUR NS 73, 97 NE2d 509), 
in which it sustained the Department 
as to the company’s contention in re- 
gard to debt ratio but sustained the 
company as to the other two of its 
contentions, i. e., as to reinvested sur- 
plus and rate of return. The court 
also directed the Department to in- 
clude in its calculations the increased 
expenses which had resulted in the en- 
try of the order authorizing the 9 per 
cent rates. Final decree in this ap- 
peal was entered on April 23, 1951, 
sustaining paragraphs 1 and 2 of the 
Department’s order in D.P.U. 8181. 


83 


supra, and ordering the Department 
to modify paragraph 3 of its order so 
as to-permit the company to charge 
rates which would enable it to earn 
6.23 per cent on a rate base which 
would include reinvested surplus. 
This figure was predicated upon the 
necessity which the court found for 
the company to earn at least 8.5 
per cent on its common stock as 
opposed to the 6 per cent return 
which the Department had consid- 
ered to be ample. In accordance 
with these instructions, the Depart- 
ment on May 21, 1951, entered its 
order modifying its previous order in 
D.P.U. 8181, which new order di- 
rected the company to file new sched- 
ules of rates and charges effective as 
of April 1, 1949, identical with the 
$15,000,000 rates except that certain 
reductions were to be made therein 
designed to keep the company’s rate 
of return as near as possible to the 
level of 6.23 per cent which the 
supreme judicial court had found to 
be no more than reasonable. 


The instant petition points out that 
the evidence before the Department 
and before the supreme judicial court 
referred only to the position of the 
petitioner as of April 1, 1949, except 


as to those matters referred to in 
D.P.U. 8604. It goes on to allege 
that Federal income taxes have since 
advanced from 38 per cent to 42 per 
cent in 1950, and to 47 per cent in 
1951, that unemployment compensa- 
tion taxes have increased from .5 per 
cent in 1949 to 1.5 per cent in 1950 
and 2.7 per cent in 1951, and that in 
the latter part of 1950 the company 
had increased wages to its employees 
as the result of which approximately 
$3,500,000 was added to its Massa- 
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chusetts intrastate operating ex- 
penses. Petitioner, therefore, com- 
plains that the $15,000,000 rates as 
modified under the direction of the 
supreme judicial court will no longer 
enable it to realize a net return upon 
its rate base of 6.23 per cent and that 
it is necessary for it to have an in- 
crease of approximately 4} per cent 
in its present gross revenues. It con- 
tends that this situation is one of an 
emergency character in view of the 
imminent necessity under which the 
company is laboring of refinancing its 
existing short-term debt by the issue 
of new stock which the petitioner con- 
tends the supreme judicial court has 
held to be unmarketable on less than 
8.5 per cent earnings. 

The company’s evidence on the in- 
stant application shows that its actual 
1950 operating results gave it net 


earnings before interest of $15,062,- 
000, which represents a return on the 


stipulated Massachusetts intrastate 
rate base of $244,186,000, or 6.17 per 
cent. This rate base, although it was 
stipulated only for the purposes of the 
record of the supreme judicial court, 
is actually less than the amount in- 
vested as of the present date in such 
facilities. The petitioner also testi- 
fied, and we find such to be the fact, 
that the wage increases granted dur- 
ing 1950, had they been in effect for 
the entire year, instead of a portion of 
the year, would have increased its ex- 
penses by a total of $2,536,000, which 
increase it can look forward to as be- 
ing effective during the entire year 
of 1951. The effect upon its net earn- 
ings of increases in taxes, other than 
Federal income taxes, applied for the 
entire year 1951 will be to decrease 
its net earnings by a further amount 
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of $609,000. It is also necessary to 
take into consideration the increase in 
Federal income taxes effective Janu- 
ary 1, 1951, as a result of which the 
petitioner will be required to pay 47 
per cent of its net earnings to the Fed- 
eral government as contrasted with 
the 42 per cent figure effective during 
1950 and the 38 per cent figure effec- 
tive during 1949. As a result of cor- 
relating of all of these factors and all 
the other modifications in its forecasts 
necessitated thereby, petitioner con- 
cludes, and we find it to be the fact, 
that in order to arrive at a return of 
6.23 per cent on its Massachusetts 
intrastate rate base during the year 
1951 it will be necessary for it to 
charge rates which will bring it in 
$5,300,000 in gross operating income 
over and above that produced by the 
$15,000,000 rates. 

In view of various factors presently 
effective, we are satisfied that addi- 
tional revenues of $5,300,000 will not 
bring the earnings of the company for 
1951 to more than 6.23 per cent on 
its applicable rate base. 

[2] The petitioner submitted fig- 
ures for the first quarter of 1951 to 
substantiate its estimates of the effect 
of the increased expenses. These re- 
sults show net earnings for the first 
quarter of $3,223,000 which, on an 
annual basis, would represent a return 
on the stipulated rate base of 5.28 per 
cent as compared with the estimate of 
5.09 per cent filed by the company for 
the entire year. The fractional dif- 
ference between the actual and the 
estimate, the petitioner testified, will 
be corrected by seasonal variation. 

On the petitioner’s present balance 
sheet it will be necessary for it to float 
about $55,000,000 of new common 
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stock and about $30,000,000 in new 
funded debt in order to refund the 
present outstanding amount of its 
short-term loans and to end up with 
a 45 per cent debt ratio. The history 
of issuance of securities representing 
new equity capital since 1949 for com- 
parable companies shows that the sit- 
uation upon which the supreme judi- 
cial court made its determination as of 
1949 has not changed and that, if 
petitioner had to have a return of 8.5 
per cent on its equity capital in order 
to float securities in 1949, it must 
have the same return today. Accord- 
ingly, we find that there has been no 
material change which would affect 
the requirements laid down by the 
supreme judicial court and that we 
must permit the petitioner to charge 
rates which will allow it to realize the 
rate of return ordered by the decree 
which has been entered. 

[3] The petitioner’s proposed tar- 
iffs contemplate that it will realize a 
total of $5,300,000 increased gross 
revenues as follows: 

(a) It proposes to increase its 
monthly base rates for business main 
station service in all exchanges by 50 
cents, 75 cents, or one dollar, as a 
result of which it estimates it will 
realize $1,300,000 in additional an- 
nual gross revenues. 


(b) It proposes to increase the 
charge for all additional message units 
under business message service above 
those furnished in the base rate to 5 
cents each. Heretofore the first 500 
such calls had been charged at 5 cents 
each, the next 500 at 44 cents, and all 
others at 44 cents. It estimates the 
additional annual gross revenues to 
be derived from this increase to be in 


the order of $1,214,000. 


85 


(c) It proposes to increase the 
rates for private branch exchange 
equipment and trunks, for auxiliary 
line service, and for certain key tele- 
phone systems, which increases it es- 
timates will produce $435,000 in ad- 
ditional annual gross revenues. 

(d) It proposes to decrease the 
mileage steps under its intrastate toll 
rate schedules, so that the first step, 
instead of being effective up to 10 air- 
line miles, will be effective up to 8 
miles, the succeeding steps being fur- 
ther modified by varying amounts. 
It estimates that this modification of 
its toll rate schedules will enable it 
to realize $2,351,000 in additional 
annual gross revenues. 

Generally speaking, it is one of the 
functions of the management to de- 
termine the proper distribution of 
rates as between classes of service. 
The Department is not privileged to 
substitute its judgment for that of the 
management as to matters reserved to 
the control of the latter unless it con- 
strues that the-management’s decision 
constitutes an abuse of discretion. 
New England Teleph. & Teleg. Co. v. 
Department of Public Utilities, 262 
Mass 137, PUR1928B 396, 159 NE 
743, 56 ALR 784. We do not find 
that the decision of petitioner to in- 
crease the rates in the manner here 
proposed is without basis or is con- 
trary to sound discretion. There are 
good arguments that an increase of 
this nature should be assessed upon 
all customers of the company. But 
there are equally good arguments the 
other way, and we do not feel that we 
can substitute our judgment for that 
of the management in this regard. 


[4] As the reason for placing this 
proposal in effect on less than thirty 


89 PUR NS 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


days’ notice, petitioner cites the immi- 
nent and pressing need for additional 
plant construction, which it is unable 
to undertake until its present short- 
term debt has been permanently 
financed. It shows that it is now 
holding a total of 16,953 applications 
for telephone service in the common- 
wealth which it has not been able to 
fill because of the new construction 
required, either central office or out- 
side plant. The number of such held 
orders should not exceed 1,000 or 
1,500 under normal construction con- 
ditions. This situation has been get- 
ting progressively worse, and the ex- 
pected station gain of about 80,000 
stations in the next three years will 
make it still more acute unless the 
company is placed in position to re- 
finance at once. Furthermore, peti- 


tioner has in its files 133,256 appli- 
cations for regrades, i. e., requests by 


its customers for better grades of serv- 
ice, which it has been unable to fill 
because of lack of plant facilities, both 
central office and outside. Some of 


these applications date back to 1947, 
and their number is increasing daily. 
Petitioner has a 3-year program 
which it contemplates instituting im- 
mediately once its financing program 
permits it, which program will meet 
the existing situation, allow for fur- 
ther growth, meet certain demands 
caused by national defense arrange- 
ments, and permit substantial oper- 
ating economies. It is expected to 
involve about $120,000,000, of which 
$72,950,000 will go to take care of its 
present applications for new service 
and regrades and to fill orders result- 
ing from expected growth. 

We find that if the petitioner is to 
expand its plant so that the public of 
this commonwealth may receive the 
kind of service to which they are enti- 
tled, it must be permitted without fur- 
ther delay to put its financial house in 
order. Consequently, we find that 
good cause exists for permitting peti- 
tioner to file the proposed new rates 
on less than statutory notice. 
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| meet Idaho Power Company 
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mands v. 
pos Federal Power Commission 
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which No. 10530 
> of its — US App DC —, — F2d — 
service May 10, 1951 
result- ETITION to review Federal Power Commission order granting 
; P icons for construction, operation, and maintenance of power 
to _ project; matter remanded for modification of Commission order. 
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ve the United States, § 2 — Power of Congress — Public lands. 
e enti- 1. Congress possesses the power to impose such conditions as are proper 
ut for. in its judgment upon the use of public lands, p. 88. 
suse in Water, § 5 — Powers of Federal Commission — Imposition of conditions on li- 


1 that cense award. 


2. The Federal Power Commission does not have statutory authority to 
impose upon a license for a power project on public lands requirements that 
the licensee increase the proposed capacity of its primary transmission line, 
interconnect those lines with power projects of the United States, and trans- 
mit over its lines for the United States power generated by or belonging to 
the United States, p. &8. 


Water, § 5 — Federal Power Commission authority — Imposition of conditions 
upon license grant. 

3. The Federal Power Commission, under a general clause of the Federal 
Power Act permitting it to impose “such other conditions not inconsistent 
with the provisions of this act” as it might require, may not impose upon 
a license for a power project on public lands requirements that the licensee 
increase the proposed capacity of its primary transmission lines, inter- 
connect those lines with power projects of the United States, and transmit 
over its lines for the United States power generated by or belonging to the 
United States, where another part of the Federal Power Act specifically ex- 
cludes the United States from such interconnecting arrangements as the 
conditions proposed by the Commission contemplate, p. 92. 


g peti- 
y rates 


Water, § 5 — Federal Power Commission authority — Imposition of conditions 
upon license award. 

4. The Federal Power Commission cannot be considered to have authority 

to impose conditions upon a license award for the construction, maintenance, 

and operation of a power project on public lands, which conditions would 

require the licensee to interconnect its lines with public facilities and trans- 

mit public power for the government, notwithstanding the fact that provi- 


sions of § 10, Part I, of the Federal Power Act, 16 USCA § 803, require 
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that the project adopted be such as in the judgment of the Commission 
will be best adapted to a comprehensive plan for improving or developing 
waterways for the use or benefit of interstate or foreign commerce, for the 
improvement and utilization of water-power development, and for other 
beneficial public uses, where Congress, in passing the act, specifically for- 
bade such interconnections between the lines of a private company and 
those of the government, p. 93. 


Water, § 18.3 — Conditions on power project license — Interconnections with gov- 
ernment lines. 

Statement that, in consideration of the bill which eventually became the 

Federal Power Act, the question as to whether the United States should 

require a private company (licensed to construct a private power plant on 

public lands or to cross public lands with its transmission lines) to inter- 

connect its facilities with public power projects was considered, with the 

result that the facilities of the United States were specifically excluded from 

interconnection and co-ordination with the transmission lines of private 
companies, p. 91. 


Water, § 4 — Congressional authority — Imposition of conditions upon water-power 
development. 

Statement that the problem of imposing upon a license for a power project 
on public lands a requirement that the licensee interconnect its lines with 
power projects of the United States is essentially a legislative one, since 
Congress has ample power to grant the conditions upon which the water- 
power potentialities of public lands shall be developed, but that so long as 
its only pronouncement on the subject precludes interconnection, the Com- 
mission could not properly require it, p. 93. 


> 


APPEARANCES: A. C. Hinman, of Federal lands. Petitioner (hereinafter 


the bar of the supreme court of Idaho, 
pro hac vice, by special leave of court, 
and Harry Poth, Jr., for petitioner; 
Willard W. Gatchell, Assistant General 
Counsel, Federal Power Commission, 
with whom Bradford Ross, General 
Counsel, Federal Power Commission, 
and John C. Mason, Attorney, Federal 
Power Commission, were on the brief, 
for respondent. 

Before Wilbur K. Miller and Pretty- 
man, CJJ., and Kimbrough Stone, CJ., 


retired (sitting by designation). 


[1,2] Prettyman, CJ.: This is 
a petition to review an order of the 
Federal Power Commission, granting a 
license for the construction, operation, 
and maintenance of a power project on 
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called the “company”) is a private 
corporation, a public utility, and was 
the applicant for the license. Its prayer 
to this court is that the order of the 
Commission be modified by striking 
therefrom certain conditions imposed 
by the Commission upon the license. 
In 1947 the company applied for a 
license for the construction, operation, 
and maintenance of a_ hydroelectric 
project, including a dam and a power 
plant, located on the Snake river in 
south-central Idaho, occupying in part 
lands of the United States. This ap- 
plication was pursuant to § 4(e) of the 
Federal Power Act. In 1948 the 
Commission authorized issuance of the 





141 Stat 1065 (1920), as amended, 49 Stat 
840 (1935), 16 USCA § 797(e). 
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license but reserved “‘the right to deter- 
mine at a later date what transmission 
facilities should be included in the li- 
cense as part of the project.” In 1949 
the company applied for an amendment 
of its license to include as a part of the 
project two proposed high-voltage 
(138,000 volts) primary transmission 
lines. One such line was to run ap- 
proximately 73 miles from the power 
plant to a point near the city of Boise. 
The other was to run approximately 
116 miles from the plant to a point near 
the city of American Falls. Both lines 


crossed lands of the United States, and 
both joined the company’s intercon- 


nected primary transmission system. 
The company applied for and was 
grantéd prelicense permission to pro- 
ceed with the construction of the two 
lines, pending consideration of the ap- 
plication for amendment. In October, 
1949, the Commission entered an order, 
which superseded its original order, 
authorizing the license. Among other 
things, this new order authorized the 
construction of the two 138-kilovolt 
lines as part of the project but imposed 
upon such construction and operation 
certain special conditions. 

These special conditions are repro- 
duced in full text in footnote 2 below,’ 





2“(F) The construction and operation of 
the transmission lines from the Bliss plant to 
substations near American Falls and Boise 
shall be subject to the following special con- 
ditions : 

“(1) The licensee shall not convert said 
lines to permit operation at a higher voltage 
without prior approval of the Commission. 
Upon the request of the Secretary of the In- 
terior under appropriate authority, the licensee 
shall. after notice of at least one year from 
the Commission and within the time fixed by 
the Commission, convert said lines for opera- 
tion at a voltage of 230 kilovolts at the expense 
of the United States. 

“(2) After the initial construction of the 
lines or upon conversion of the lines to a 
higher voltage as herein provided, the licensee 
shall permit the United States, and the United 
States shall have the right, to interconnect 
any of its transmission facilities with said lines 
in a manner conforming to approved stand- 
ards of practice for the interconnection of 
transmission circuits provided there is capac- 
ity available in said line or lines in excess of 
the needs of the licensee. The expense of such 
interconnection, including the expense of addi- 
tionai switching, relaying, and other protective 
devices, shall be borne by the United States, 
provided, however, that no such interconnection 
may be made without the prior approval of 
the Commission. 

“(3) Upon completion of any such inter- 
connections, the United States shall have the 
right to transfer energy over said lines as 
initially or ultimately constructed in such 
amounts as will not unreasonably interfere 
with the licensee’s use of said lines provided 
that the licensee shall be obligated to allow the 
transmission over the said lines by the United 
States of electric energy only to consuming 
facilities of the United States and to public 
bodies and co-operatives entitled to statutory 


preference in connection with the distribution 
and sale of electric energy by the United States. 

“(4) After any such interconnection of the 
facilities of the United States with said lines 
the licensee shall, except in emergencies, 
maintain in a closed position all connections 
under the licensee’s control between the li- 
censee’s lines and the interconnecting facilities 
provided by the United States. 

“(5) Any interconnected power systems of 
the United States and the licensee shall be 
operated in parallel and in such manner as 
to render good and adequate service. Any 
inadvertent flow of energy from the lines of 
the United States into said lines or from said 
lines into the lines of the United States which 
may occur while the lines of both the licensee 
and the United States are electrically inter- 
connected shall mutually be compensated for 
by later return in kind. Any scheduled trans- 
fer of energy over said lines for the account 
of the United States shall be settled for, or 
any investment in said lines made by the 
United States shall be liquidated, on reason- 
able terms under agreements which shall be 
negotiated between the licensee and the United 
States, said agreements to be subject to ap- 
proval by the Commission. 

“(6) Until such agreements are completed, 
settlement for any such scheduled transfers of 
power shall be made on the following basis: 
If power and energy from the lines of the 
United States is transmitted over these lines, 
the monthly payment for such transmission 
shall be the amount of dollars representing 
that part of the monthly cost to the licensee 
of the section of the line or lines over which 
the power and energy is transmitted which the 
maximum transmission by the United States 
in kilowatts during the month bears to the 
kilowatt capacity of such section of line or 
lines. The monthly cost to-the licensee re- 
ferred to herein shall be computed in con- 
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but they 
lows 
The company shall not convert the 
lines to permit operation at a higher 
voltage without prior approval of the 
Commission, but, upon request of the 
Secretary of the Interior and after one 
year’s notice from the Commission, the 
company shall convert the lines for op- 
eration at 230 kilovolts. The company 
shall permit the United States to inter- 
connect any of its (i.e., the United 
States’) transmission facilities with 
these two lines, provided there is ca- 
pacity available in the lines in excess of 


may be summarized as fol- 


the needs of the company. Upon com- 
pletion of such interconnections the 
United States shall have the right to 
transfer energy over the lines in such 
amounts as will not unreasonably inter- 
fere with the company’s use of the lines. 
After any such interconnection the 
company shall, except in emergencies, 
maintain in a closed position all con- 
nections between the company’s lines 
and the interconnecting facilities of the 
United States. If, after the company 
commences transmission of energy 


over its lines for the United States. the 
company notifies the Commission that 





formity with the uniform system of accounts 
prescribed by the Commission. 

“(7) In the event the licensee, its succes- 
sors or assigns, during any period in which 
the United States is transmitting power over 
these lines, shall require reciprocal accom- 
modations for the transfer of power from these 
project lines over anv lines of the United 
States connected to said lines of the licensee. 
such reciprocal accommodations shall be ac- 
corded to the licensee under like terms and con- 
ditions as herein provided for the transfer of 
power from the lines of the United States over 
said lines of the licensee. 

“(8) If. at any time subsequent to the 
date upon which the licensee commences the 
transmission of energy over said lines for the 
United States. the licensee notifies the Com- 
mission that the licensee needs for the trans- 
mission of electric energy in connection with 
its operations the whole or any substantial part 
of the capacity of the said lines. or part thereof. 
then being utilized bv the United States, and 
the licensee makes satisfactory provision for 
reimbursement to the United States of the orig- 
inal cost to the United States of = facilities 
desired by the licensee. less accrued deprecia- 
tion on the investment of the United States. 
the licensee may modify or revoke the then 
existing agreement to remain interconnected 
and to transmit energy for the United States 
by giving to the Commission thirty months’ 
notice, of the licensee’s intention to utilize addi- 
tional capacity or the entire capacity of -he 
lines. or part thereof, as the case mav be. 
provided, however, that the United States 
may continue to utilize any capacity in the 
said lines to the extent that said capacity. if 
any. was provided by the United States at its 
experse without reimbursement by the licensee. 

“(9) If at any time in the future the said 
lines of the licensee are proposed for altera- 
tion or are altered, the Commission reserves 
the right. after thirty days’ notice and op- 
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portunity for hearing, to make a determination 
as tc whether the lines after such alteration, 
either proposed or actual, will be subject to 
licensing bv the Federal Power Commission 
under the then existing laws and regulations, 
and ir the event that the Commission finds that 
the said alteration in the lines. either proposed 
or actual, so changes the functions served by 
said lines and the source of energy transmitted 
over said lines as to make them. or anv part 
of them, not subject to the licensing authority 
of the Cummission under the then existing 
laws and regulations. the licensee hereby agrees 
to secure authority for the continued operation 
and maintenance of the lines. or such part of 
the lines. from the appropriate agency of the 
United States then having jurisdiction over the 
lands of the United States occupied by the lines, 
or part thereof, and upon securing said author- 
itv the licensee hereby agrees to surrender the 
license in so far as it authorizes operation 
and maintenance of the lines. or such parts 
thereof. which are found to he no longer sub- 
ject to Commission ‘urisdiction. In the event 
that the licensee should fail to surrender the li- 
cense in so far as it is applicable to the lines, or 
parts thereof, which may then be found bv the 
Commission not to be subject to its jurisdic- 
tion. the Commission reserves the right to take 
appropriate action to have the license termi- 
nated with respect to said lines. or parts there- 
of. as provided in the then existing laws and 
regulations. 

“(10) Any agreement between the licensee 
and the United States in connection with said 
transmission lines or related facilities shall 
be effective only upon approval bv the Com- 
mission. In the event the licensee and any 
agent of the United States are unable to agree 
with respect to any matter arising in connec- 
tion with said transmission lines or related 
facilities. the question. thereby raised shall be 
subm’ tted to the Commission for determina- 
tion.” 
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it needs the whole or any substantial 
part of the capacity of the lines then 
being utilized by the United States, the 
company may modify or revoke the 
agreement to remain interconnected by 
giving the Commission thirty months’ 


notice. Any agreement between the 
company and the United States in con- 
nection with the transmission lines 
shall be effective only upon approval 
by the Commission. In the event the 
company and the United States are 
unable to agree with respect to any 
matter arising in connection with the 
transmission lines, the question there- 
by raised shall be submitted to the 
Commission for determination. 

In sum, the Commission required, as 
conditions to the license, that the li- 
censee agree to increase the capacity of 
its lines at government request and 
thereafter to transmit government 
power, the lines to remain intercon- 
nected unless and until thirty months’ 
notice is given. The question presented 
by this petition for review is whether 
the Commission has authority to im- 
pose those conditions upon a license 
for the construction and operation of a 
power project upon Federal lands un- 
der the terms of the Federal Power 
Act. 


It is necessary that we first delimit 
the question. There is no doubt as to 
the power of Congress to impose such 
conditions as are proper in its judg- 
ment to be imposed upon the use of 
public lands. The Constitution® spe- 
cifically provides: “The Congress shall 
have power to dispose of and make all 
needful rules and regulations respect- 
ing the territory or other property be- 
longing to the United States; . — 

No question of contract is involved. 


8 Article IV, § 3, cl. 2. 





No question is raised as to the char- 
acter of the transmission lines as pri- 
mary‘and thus as part of the power 
project within the meaning of the stat- 
ute. No question is raised as to the 
financial terms incorporated in the 
proposed conditions; the terms of the 
license as proposed by the Commission 
include detailed provisions as to com- 
pensation to the company by the 
United States for the expense of con- 
verting the lines and for transmitting 
energy of or for the United States. 
As thus delimited the question be- 
fore us is: Has Congress conferred 
upon the Commission authority to im- 
pose upon a license for a power project 
on public lands requirements that the 
licensee increase the proposed capacity 
of its primary transmission lines. inter- 
connect those lines with power projects 
of the United States, and transmit over 
its lines for the United States power 
generated by or belonging to the 
United States? We are of opinion that 
the Commission does not have the stat- 
utory authority which it here claims. 
The question whether the United 
States should: require a private com- 
pany, licensed to construct a private 
power plant on public lands or to cross 
public lands with its transmission lines, 
to interconnect its facilities with public 
power projects, was a major one in the 
consideration of the policies and terms 
of power development upon public 
property. It was a highly controversial 
issue. During the course of the con- 
sideration of the bill which eventually 
became the Federal Power Act, the 
subject was broached at least three 
times, and upon each occasion the wit- 
ness testifying on behalf of the bill 
as the representative of the Power 
Commission assured the Congress that 
89 PUR NS 
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the proposed bill did not make it 
possible for the government to utilize 
the transmission lines of private com- 
panies or to require the transmission of 
power generated by a government 
plant over the lines of private operat- 
ing companies. Three excerpts from 
this testimony are reproduced in 
footnote 4 below.‘ ‘Finally Congress 
inserted in the statute, as § 201(f).° 
a provision that no provision in 
that Part of the statute shall be 
deemed to include the United States 
or any of its agencies. That Part is 
the Part which deals with, among other 
things, the interconnection and co-or- 
dination of facilities. The specific ex- 


clusion of the facilities of the United 
States from the possibility of inter- 
connection and co-ordination under 
the terms of that Part of the statute 
seems clearly to be a declaration of 


congressional intent upon the subject. 
So much seems plain enough. 

[3] At this point the argument 
turns to specific terms in the statute. 
The Federal Power Act is in Parts, 
Part I deals with licenses and Part I] 
deals with the interconnection of fa- 
cilities. The exclusion of the United 
States, which we have just discussed, 
is in Part II, and its language is: “No 
provision in this Part shall apply to, 
or be deemed to include, the United 
States . . . ." The Commission 
says that under this language the ex- 
clusion applies only to provisions of 
Part II and has no application to li- 
censes. which are treated in Part I. 

We examine Part I. It describes the 
conditions upon which licenses should 
be issued. It does not mention inter- 
connection with government facilities 
or transmission of government energy 





* Hearings before House of Representatives 
Committce on Interstate and Foreign Com- 
merce on H. R. 5423, 74th Cong. Ist Sess. 
(1935) : 

Mr. Wolverton. Under the provisions of 
this bill, would it be possible for the govern- 
ment in any of its electric operations to utilize 
the transmission lines of private companies? 

Mr. DeVane. No, sir: and I want to make 
that very definite; and if there is any doubt 
about it. so far as I am concerned, such amend- 
ment might be made as to make it clear. a 

it is the desire of Con- 
gress nct to give the municipal or 
governmental projects the right to use the 
transmission lines of private industry—and w 
have not succeeded in making that clear in 
this bill—an amendment should be proposed 
that will do it better. It will receive our hearty 
endorsement. 

Mr. Wolverton. Let me suggest a possible 
situation. Your answer will clarify my mind 
considerably as to the effect of this bill in the 
particular instance. Assume that a municipal- 
ity built a plant for the generation and dis- 
tribution of electric energy: assume that a 
distant community is serviced by a company 
that comes under the regulation of this bill 
in that it procures its electric energy from 
outside of the state. Could the -city which 
has constructed a plant, but has no transmis- 
sion lines, utilize the system of transmission 
lines constructed by the private company ? 
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Mr. DeVane. No, sir. 

Mr. Wolverton. Then, you do not think that 
the power given in this bill to the Federal 
Power Commission would enable it to direct 
that those transmission lines be so used ? 

Mr. DeVane. Mr. Wolverton, my answer to 
that 1s this: That if there is anv doubt about 
it and this committee can remove that doubt 
by additional words in this bill. let us put 
them in. 

Mr. Mapes. Is it the purpose to compel the 
privately owned transmission companies to 
carry the energy of municipal projects as well 
as private projects? 

Mr. DeVane. No, sir: I thought I had 
made that very clear. If I did not, I want to 
make it very clear now. It is not intended 
to give the Commission power to require the 
private lines to take on any power generated 
by municipal plants or by any government 
plant. 

Mr DeVane. The only thing that 
we have discussed is the desirab ility of making 
it perfectly clear in this law that it is not the 
intention of this law to reach out and get 
control of that power nor is it the intention 
of this law to authorize this Commission to 
require the transmission of that power on the 
lines of these private operating companies. 

5 49 Stat 848 (1935) 16 USCA § 824(f). 

6 Section 201(f), 49 Stat 848 (1935), 16 
USCA § 824(f). 
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IDAHO POWER CO. v. F. P. C. 


as permissible conditions. But the 
Commission points to the catchall 
clause at the end of the specified condi- 
tions. That general clause, read in 
conjunction with the introductory 
clause of the section, is: “‘All licenses 
issued under this Part shall be on the 
following conditions: . . . . (g) 
Such other conditions not inconsistent 
with the provisions of this act as the 
Commission may require.’ 

The language prohibits conditions 
inconsistent with other provisions “of 
this act’—not of Part I alone but of 
the act. The exclusion of the United 
States from interconnecting arrange- 
ments, while in Part II, is nevertheless 
in the act. And so this general clause 
in Part I, upon which the Commission 
relies, forbids conditions upon licenses 
inconsistent with other provisions 
throughout the act. Specifically, it 
forbids, among other things, a 
condition inconsistent with the ex- 
clusion of the United States from in- 
terconnection arrangements. 


[4] The Commission next says that 
its general power to prescribe condi- 
tions must be interpreted in the light 
of the opening clauses of the section 
(§ 10, which is in Part I) which re- 
lates to those conditions. The first 
subparagraph in that section reads, in 
pertinent part: “All licenses issued 
under this Part shall be on the follow- 
ing conditions: (a) That the project 
adopted . . . shall be such as in 
the judgment of the Commission will 
be best adapted to a comprehensive 


plan for improving or developing a 

TSection 10(g), 41 Stat 1070 (1920), as 
on 49 Stat 844 (1935) 16 USCA § 803 
g). 





waterway or waterways for the use 
or benefit of interstate or foreign com- 
merce, for the improvement and 
utilization of water-power develop- 
ment, and for other beneficial public 
uses, . . . . The Commission 
says that the interconnection of the 
company’s transmission lines with 
government generating and transmis- 
sion facilities is best adapted to a com- 
prehensive plan for developing a water- 
way for beneficial public uses and for 
the improvement and utilization of 
water-power development in the area. 
The section last quoted (§ 10) obvi- 
ously applies primarily to the type, lo- 
cation, size, and purpose of the project. 
We think that its terms cannot be con- 
strued to require the interconnection 
of private facilities with public facili- 
ties and the compulsory transmission 
of public power by a private company, 
in view of the fact that Congress 
specifically forbade such interconnec- 
tions in the Part of the statute which 
deals with that subject. 

The problem which is presented to 
us in this case is essentially a legis- 
lative problem. Congress has ample 
power, as we have said, to prescribe 
the conditions upon which the water- 
power potentialities of public lands 
shall be developed. Its only declara- 
tion upon the interconnection of gov- 
ernment and private facilities is the 
one to which we have referred and 
which precludes that interconnection. 
If the Commission believes it to be 
in the public interest to prescribe such 
a condition upon power project li- 
censes, it should present its views to the 
Congress. 

The order of the Commission will be 
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UNITED STATES COURT OF APPEALS 


modified by the elimination therefrom 
of paragraph (f), and the case will 
be remanded to the Commission for 


the entry of an order in accordance 
with this opinion. 
Remanded for modification of order, 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Northern New York Power 


Corporation 


Case 15362 
June 12, 1951 


PPLICATION for authority to purchase electric generating 


plant; application granted. 


Consolidation, merger, and sale, § 18 — Sale of power plant — Grounds for ap- 


proval. 


1. A power company was authorized to purchase a power plant, from which 
it had previously been purchasing power, on the grounds that it needed the 
energy generated, the price paid indicated a saving over energy paid in the 
past, the plant could be operated in conjunction with its other plant in the 
area, the seller would gain certain tax advantages, and it is in the public 
interest to have operating utilities, to the greatest extent possible, own their 


own generating facilities, p. 95. 


Valuation, § 94 — Accrued depreciation — Land. 
2. Land, under normal circumstances, is not an account which is ordinarily 


depreciated, p. 96. 


APPEARANCE: Lauman Martin, 
Vice President and General Coun- 
sel, Syracuse, representing Niagara 
Mohawk Power Corporation. 


Eppy, Commissioner: This is an 
application for the sale by the North- 
ern New York Power Corporation of 
its electric generating property in the 
town of Minetto, Oswego county, to 
Niagara Mohawk Power Corporation. 
The plant is the run-of-the-stream 
hydro plant located on the Oswego 
river. It has five 1600-kilowatt 60- 
cycle generators and one 25-cycle gen- 
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erator. The latter is not in use and, if 
rewound, would be in use approxi- 
mately 25 per cent through the year. 
Its period of use would not coincide 
with the system’s peak load. 

The entire output is now purchased 
by the Niagara Hudson System. As 
shown by the annual report of the 
Northern New York Power Corpo- 
ration for the year 1950. the amount 
sold was 43,945,000 kilowatt hours 
and Niagara Mohawk paid for it the 
sum of $125,914. There have been 
various arrangements between the 
Northern New York Power and 
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RE NORTHERN NEW YORK POWER CORPORATION 


Niagara Mohawk and its predecessor 
companies, but for many years the 
entire output of the plant went to 
Niagara Mohawk or its predecessors. 

All of the stock of Northern New 
York is owned by Columbia Mills, 
and the property was acquired from 
its parent in 1915, with the approval 
of the Public Service Commission, for 
the sum of $350,000 plus stock having 
a par value and premium of $625,000. 
At the time of its acquisition the prop- 
etty consisted of the land and land 
rights and the beginning of the power 
station. It is estimated that $90,000 
had been spent at that time. 

The first record of the hydro devel- 
opment at this point goes back to 
1820. Columbia Mills eventually ac- 
quired the water site and used the 
power in connection with its manufac- 
turing process. That plant was de- 
stroyed at the time of the construction 
of the Oswego canal, and Columbia 
Mills thereafter erected a steam gen- 
erating plant for its own use and later 
developed this hydro plant. 

There seems to be considerable 
question as to what date the property 
was devoted to the public use if, in 
fact, it has been. The evidence of 
dedication to public use consists of 
various contracts for the use of elec- 
trical energy produced by Niagara 
Mohawk or its predecessors and some 
slight indication that at one time some 
of the employees of the mill received 
some electricity which was generated 
at this plant. 


[1] The sale and acquisition is 


clearly in the public interest. The 
evidence indicates that the energy gen- 
erated is needed by Niagara Mohawk. 
The plant can be operated in conjunc- 
tion with its other plants on the 


Oswego river, and the price paid in- 
dicates a saving over what has been 
paid in the past for energy. There 
are some advantages to the seller, par- 
ticularly tax advantages, and it is de- 
cidedly in the public interest to have 
operating utilities, to the greatest ex- 
tent possible, own their own generat- 
ing facilities. 

Some studies were made by the 
staff of the Commission which would 
indicate that the value of the energy 
generated would justify an investment 
in excess of the amount paid on the 
basis of a 6 per cent return. Mr. Nor- 
man Porske testified as to the exam- 
ination of the books and records and 
of the property. He proposed certain 
adjustments to the balances per 
books. He then estimated the accrued 
depreciation upon a straight-line basis 
on all accounts except hydro land and 
land rights, and obtained an estimate 
of accrued depreciation of $358,036.- 
87. Inhis exhibit Mr. Porske included 
as a figure for land and land rights the 
sum of $98,804.48, giving an original 
cost of $983,036.87 before deprecia- 
tion. The figure for land and land 
rights is, of cotirse, a balancing figure. 
There is in the record no clear proof 
as to the cost of the land and land 
rights to Columbia Mills or any of its 
predecessors. The sale to Northern 
New York by Columbia Mills was not 
an arms’-length transaction. All oth- 
er accounts other than land as ad- 
justed by Mr. Porske are stated at 
original cost as determined by him. 

The testimony would indicate that 
the figure proposed to be used of the 
value of the land and land rights is 
less than their actual economic value, 
and the figure is less than the adjust- 
ments which Mr. Porske proposed to 
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be made to the book figures for land 
and water rights. 

[2] If we assume a dedication to 
the public use and it were possible to 
determine with exactness the original 
cost, that figure would unquestionably 
exceed the amount proposed to be 
placed on the books of Niagara Mo- 
hawk, in which case the proper ac- 
counting would be to include the land 
at original cost with a balancing figure 
in the depreciation reserve. Under 
normal circumstances land is not an 
account which is ordinarily depreci- 
ated. Under all the circumstances it 
Journal Entry No. 1 

Debit 
106.2 Electric Plant Purchased 


Credit 
222 Accounts Payable 


would seem that at the present time 
no useful purpose would be served in 
an extensive investigation to deter- 
mine the actual original cost and the 
time of dedication to public use. 


Conclusion and Recommendation 


It is recommended that an order 
issue approving the purchase of the 
property for the sum of $625,000 and 
that Niagara Mohawk, upon acquisi- 
tion of the property, be directed to 
make the journal entries contained in 
the annexed schedule. 


$625,000.00 


(Northern New York Power Corporation) 


To record the purchase of Minetto Hydro Plant from Northern New York 
Power Corporation for the sum of $625,000 cash (PSC Case 15362). 


Journal Entry No. 2 
Debit 
E 101 Electric Plant in Service 
Hydraulic Production Plant 
320 Land and Land Rights 
321 Structures and Improvements .... 
322 Reservoirs, Dams, and Waterways 


323 Water Wheels, Turbines, and Generators roe 


324 Accessory Electric Equipment 
Transmission Plant 
343 Station Equipment 


Credit 
106.2 Electric Plant Purchased 


$983,036.87 


$98,804.48 
260,988.41 
91,829.17 
366,556.74 
73,311.35 


. 91,546.72 


$983,036.87 


To distribute to appropriate primary plant accounts - the cost of property at 
Minetto Hydro Plant as of April 30, 1951 (PSC Case 15362). 


Journal Entry No. 3 
Debit 
Electric Plant Purchased 
Credit 
E 250.1 
Hydraulic Production Plant 
Structures and Improvements ... 
Reservoirs, Dams, and Waterways 
Water Wheels, 
Accessory Electric Equipment . 
Transmission Plant 
Station Equipment . 


106.2 


Turbines, and Generators 


$358,036.87 


Reserve for Depreciation of Electric Plant in Service 


_ $108,310.19 
30,303.63 
139:291.56 
27,858.31 


52,273.18 


To distribute to appropriate subaccounts the accrued depreciation applicable to 
property at Minetto Hydro Plant as of April 30, 1951 (PSC Case 15362). 
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Industrial Progress 


A digest of information on new construction by pri- 


vately managed utiltties ; 


similar information relating 


to government owned utilities; news concerning prod- 
ucts, supplics and services offered by manufacturers ; 
also notices of changes in personnel. 


Georgia Power to Build 
$20,000,000 Plant 


ne GeorGIA Power Company will build a 

huge new steam-electric generating plant 
near Rome, Harllee Branch, Jr., president, 
announced recently. 

The new plant will have an initial capacity 
of 200,000 kilowatts or about 270,000 horse- 
power, and will cost more than $20,000, 000. 

The plant will be named in honor of W. P. 
Hammond, vice president in charge of engi- 
neering of the Georgia Pr~ver Company. Mr. 
Hammond, who has had v8 years of service, 
has played a major role in the engineering of 
the company’s North Georgia hydroelectric 
plants, as well as the company’s modern steam- 
electric generating plants. 
nounced that the Furman Shoals plant near 
Milledgeville would be named in honor of 
B. W. Sinclair, superintendent of production, 
who has been in the service of the company 

or 39 years and is in charge of the construc- 
tion and operation of its power plants. 

Work on the plant will begin in the fall. The 
first unit of 100,000 kilowatts will be com- 
pleted in October, 1953, and the second unit, 
of equal size, will go in service in January, 
1954. Mr. Branch said the plant can be ex- 
panded to three, four, or even more units when 
the demand for electric power makes such 
expansion necessary. 


United Lab. Issues Booklet 
On Plastic Rock Flooring 


P' BLICATION of a new 8-page, two-color bro- 
chure on Plastic Rock flooring is an- 
United Laboratories, Inc., of 


nounced by 
Cleveland, Ohio. This instructive new booklet 
contains a combination of information on how 
and where to apply Plastic Rock flooring as 
well as certain technical data about the prod- 
uct itself. Many typical flooring applications 
are illustrated showing how new life can be 
given old floors. Highlighted in the literature 
is the use of Plastic Rock for resurfacing 
traffic areas subjected to heavy traffic both foot 
and wheel. A free copy of this informative 
brochure is available upon request. 


Electric Housewares Display 
Contest Winners Announced 


\ JiNNeERs in the display contest sponsored 

by the Electric Housewares Section of 
the National Electrical Manufacturers Asso- 
ciation were selected August Ist, according 
to a recent announcement. The judges were 


It was also an-. 


a panel of leaders from the publication, mer- 
chandising, and display fields. 

Among the companies chosen to receive the 
first prize award is the Ohio Edison Com- 
pany, Youngstown branch, Youngstown, Ohio. 

The contest was conducted in conjunction 
with the industry’s year-round gift campaign 
whose theme is “Give Electric Housewares— 
First Choice for Every Gift Occasion.” Pur- 
pose of the contest was to reward the ingenuity 
and enterprise of electric housewares retail- 
ers in developing successful visual merchan- 
dising ideas at the point of sale in window and 
interior displays. 


Worthington Names Manager 
Centrifugal Pump Sales Div. 


V vE P, GERBEREUX has been appointed man- 
eager of the centrifugal pump sales di- 
vision of Worthington Pump and Machinery 
Corporation, according to an announcement 
by W. H. Feldmann, vice president in charge 
of sales. He succeeds Mr. A. H. Borchardt 
who was recently elected vice president in 
charge of centrifugal, reciprocating and ver- 
tical turbine pump sales. 


Film Guide to Industry in 
Event 4 Atomic Attack 


al ARGET, U.S.A.,” a dramatic guide for in- 
dustry saaiie and preparation in the 
event of an atomic attack, has been completed 
and will begin immediate release by Cornell 
Films, the organization which sponsored the 
prize-winning documentary on the same sub- 
ject, “Pattern For Survival,” which was pro- 
jected on a home and personal level. 

The film runs 20 minutes and was written 
and directed by Herman Boxer, formerly of 
the M.G.M. It is in full color and was filmed 
on location with a cast of professional actors. 
Hanson W. Baldwin, noted military analyst 
and editor of the New York Times, is featured 
as special writer and commentator. 

Based on studies made by the National Se- 


(Continued on Page 34) 





METER SEALING TOOL 


Sturdy steel construction, pow- £ 
erful leverage, wire snips. 
Weighs 9 ozs. Complete 

with flat lettered dies $6 
Slotted or recessed dias, 75¢ 
additional. Order direct. 


A. C. GIBSON CO., INC. surrato 5.0 ¥, 
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curity Resources Board with the assistance Complete price and purchasing data on the 
of the Department of Defense and the Re- new line of equipment, rated 0.3 kva to 24 kva, 
search Institute of America, “Target, U.S.A.” for use in circuits rated 3 kva to 240 kva, is 


is a graphic demonstration of industry and _ included in the bulletin. 
personnel in action prior to and under an 
atom bomb attack. The film utilizes live ac- Mitchell Issues Chart Showing 


tion, animation, charts, graphs and other Holly- : 
wood techniques to illustrate practical defense How Heat Affects Heart 
in terms of plants and personnel. With run- eaaues dictsibetere and coe ; 
; “ ~\LERS, ¢ Ss, onsume « 
ning commentary by Harry Marble, “Target, D “ » ers are 


ae A / getting the facts on heat at a glance with 
U.S.A.” answers such basic problems as how the aid of a concise chart which has been pre- 7 
to protect people and property, how to build pared by the air conditioning division of the 
up effective plant-wide —" how and where \fitcheli Manufacturing Company, Chicago. 
to build and allocate shelters — to —' a The chart, which wisely warns to “Keep 
Defense Corps, how to. set up Horst ard sta- — Cool—You'll Live Longer,” shows in graphic 
tions, how to safeguard anpertans records, and and pictorial form how heat affects the heart 
what management and labor can do right NOW and thus the efficiency of the body. The in- 
to set Up protective mensures agamst the Pos- formation has been sent to newspapers 
sibility of an atomic attack. throughout the country, and plans are being 
made to reproduce it in hand-out and window 
New Bulletin on Single- Phase streamer forms for use by air conditioner dis- 


Inductrols Offered by G-E Se ee ene 


An bulletin on G-E single-phase induc- Place Orders for Electrostatic 
trols (low-voltage, dry-type induction Precipitators 

voltage regulators) has been announced as . 

available from the General Electric Company, | quem CorPoraTION, New York, has been 

Schenectady 5, N. Y awarded two new contracts to cover in- 









Designated as publication GEC-795, the bul- __ stallations of electrostatic precipitators for re- 
letin describes the features of the redesigned moval of fly ash from stack gases. 
inductrol equipment, its application and opera- Philadelphia Electric Company will install 
tion. It also contains sketches, line drawings, two units at their new Cromby electric gen- 
and charts showing operating connections. (Continued on Page 36) 








PUBLIC UTILITY 
PRINTING SPECIALISTS 


For more than a quarter of a century, Pandick Press 


has worked closely with utility companies. Our printing , 
, , ‘ : PROSPECTUSES 
services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive : ’ 
brochures in full color. ANNUAL REPORTS 
Whatever the nature of your printing requirements, * 
we believe you will like the assurance of accuracy and INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Lhe. 


22 THAMES ST., NEW YORK 6 Basebliched 1988 71 CLINTON ST., NEWARK, WJ. 
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HOWDY, NEIGHBOR! 


A neighbor of yours is the Leece-Neville Centra 
Distributor. His name is listed below, opposit 
your city. He will be glad to tell you wh 





more and more Utility Companies are equipping 






their 2-way radio cars and trucks with the L- 







Alternator System, that delivers 25 to 35 amps 






with engine idling. Or write the Leece-Neville Co., 











Cleveland 14, Ohio, 


LEECE-NEVILLE CENTRAL DISTRIBUTORS 


Albuquerque, New Mexico 
Spitzer Electrical Company 
Atlanto, Georgia 
Auto Electric & Magneto Co. 
Billings, Montona 
Original Equipment Compony 
Birmingham, Alaboma 
Birmingham Electric Battery Co. 
Boston, Massachusetts 
J. Connell Company 
Buffalo, New York 
Bottery & Storter Compony 
Charleston, West Virginio 
MacFadden Ignition Company 
Cherlotte, North Caroline 
Caroline Rim ond Wheel Co. 
Chicago, Illinois 
HMlinois Auto Electric Co. 
Cincinnati, Ohio 


Cleveland, Ohio 
Columbus, Ohio 


Tri-State Distributing Corp. 
Cleveland Ignition Company 


G. W. Holmes Compony 
Dolias, Texos 
J. J. Gibson Compony 
Denver, Colorcdo 
Spitzer Electrical Company 


Electrical Service & Sales Co. 


Des Moines, lowa 


Detroit, Michigan 
Auto Electric & Service Corp. 
Fort Worth, Texas 
Generator Service Compony 
Hortford, . 
ortford, Conn - & Ged Gee 
Houston, Texos 
Beard ond Stone Electric Co. Inc 
Indianapolis, Indiana 
Gulling Auto Electric Co. 
Jocksonville, Florida 
Patien Soles Compony 
Kansos City, Missouri A 
E. $. Cowie Electric Co. 


Knoxville, Tennessee 
McNett ond Berks, Inc. 


Lexington, Kentucky 
Kentucky Ignition Company 
los Angeles, California 
Electric Equipment Company 
Lovisville, Kentucky 
Ellingsworth Avto Electric Co. 









Memphis, Tennessee 
Automotive Electric Service C 
Miami 36, Florida 
Electric Sales & Service Co. Inc, 
Milwaukee, Wisconsin 
Wisconsin Magneto Company 
Minneapolis, Minnesota 
W. E. Lahr Co, 
Nashville, Tennessee 
Automobile Electric Service Co. 
Nework, New Jersey 
Tire Trading Company’ 
New Orleans, Lovisione 
John M. Walton, Inc: 
New York, New York 
Auto-Llectric Distributor 
Oklchoma City, Oklahoma 
American Electric Ignition Co. 
Omaha, Nebroska 
Carl A. Anderson, Inc. 
Philedelphia 30, Pennsylvania 
Auto Equipment & Service Co. 
Phoenix, Arizona 
C. C. Jones, Battery & Electric Co. 
Pittsburgh, Pennsylvania 
Avtomotive Ignition Company 
Portland, Oregon 
Tracey & Company, Inc. 
St. Lovis, Missouri 
Medart Auto Electric Company 
Salt Lake City, Utch 
Frank Edwards Company 
San Antonio, Texas 
Alamo Auto Electric & Broke Co. 
Son Francisco, Colifornio 
Frank Edwords Company 
Shreveport, Louisiana 
Choin Bottery & Automotive Supply 
Syracuse, New York 
Frank A. Crossman, Inc. 
Tacoma, Washington 
Puget Sound Auto Electric Co. 
Toledo, Ohio 


Toledo Auto Electric Company 
Wichita, Konses 
E. S. Cowie Electric Co. 
Toronto, Onterio, Canodo 
Avto Electric & Service Co. Ltd. 
Winnipeg, Mon., Coneda 
Beattie Auto Electric Ltd, 
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erating station near Phoenixville, Pennsyl- 
vania, to handle 400,000 cfm of gas. 

New York State Electric & Gas Corpora- 
tion will install two units in the extension of 
its Greenidge Station, Dresden, N. Y., in con- 
junction with new pulverized coal ’ burning 
equipment. Collection efficiency specified is 98 
per cent. Gilbert Associates, Inc., of Reading, 
Pa., are the consulting engineers. 


Capitol Coupling Specification 
Sheet Available 


Cun LING specification sheet No. 451-C, list- 
ing dimensions of line, railroad, merchant, 
water “well, and other fine couplings, is be- 
ing offered by Capitol Manufacturing & Sup- 
ply Company of Columbus, Ohio. 

Compiled for easy reference, the specifica- 
tions follow the recommendations of the 
American Iron & Steel Institute, the American 
Petroleum Institute, and the Association of 
American Railroads. 

Copies are available, without cost. 


Public Service of N. H. 
Sets Performance Record 


R= on all available published informa- 
tion, a new world’s record for perform- 
ance was established by the Schiller station 
of Public Service Company of New Hamp- 
shire at Portsmouth, New Hampshire, during 


the month of July when electricity was pro. 
duced at an average over-all net nent rate of 
9,168 Btu, according to Mr. R. Schiller, 
president. This means that for the period ofa 
month the station operating on the mercury- 
steam cycle put more electricity on the trans. 
mission lines for a given quantity of fuel thay 
has ever been done before in history. 

The station has a nameplate rating of 
40,000 kilowatts which is approximately 53,09) 
horsepower. During, July it operated at an ay. 
erage load of 46,622 kilowatts or 16 per cent 
more than rating and registered a maximum 
hour of 48,500 kilowatts or 20 per cent more 
than rating. 


Gas Industry Safety Conference 
Lists Dramatic Subjects 


| peng against attack and sabotage is 
one of the dramatic subjects to be dis- 
cussed at the second annual Safety Confer- 
ence sponsored by the accident prevention com- 
mittee of the American Gas Association at the 
Hotel Phillips, Kansas City, Missouri, on Sep- 
tember 17 and 18, 1951. Human relations in 
accident prevention, new methods of resuscita- 
tion, and safe practices in gas production also 
are timely and pertinent subjects ‘on the two- 
day program that will be of vital interest to 
all gas industry safety executives. 
W. H. Adams, safety director, The Manv- 
facturers Light & Heat Company, Pittsburgh, 
(Continued on Page 38) 
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Lincoln 


MORE THAN ANY OTHER COMPANY 


One fast-growing Lincoln customer claims the distinction of having filed 
with the S. E. C. more new-issue registration statements than any other 
company. Lincoln printed every one of these registration statements. This 
is a lasting printer-customer relationship based on superior performance 


on the one hand and greater satisfaction on the other. 


Perhaps you 


could benefit from our services. May we give you details? 


TO YOUR INDUSTRY 
IN FINANCIAL AND 
CORPORATE 


WEW YORK PLAN; 


CHICAGO PLANT: 


130 CEDAR‘ SIREERT (6). 2 
732 SHERMAN STREET (5) * 


WOrth 4-3760 
WAbash 2-400) 
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poDGE “ob Rat Trucks ! 


Your Dodge ‘‘Job-Rated” truck will save time 
on the road with a power-packed engine. 
You'll save on oil and gas consumption. And 
you'll save on upkeep costs because your 
truck will fit the job! 


Your Dodge truck will give you dependable 
year-’round service, too. You’ll find new brak- 
ing safety and easier bad-weather starting. 
You’ll also enjoy new driver comfort and 
improved handling ease—plus a host of other 
brand-new features! 


What’s more, you can get gyrol Fluid Drive! 
This Dodge exclusive on 14-, 34-, and 1-ton 
models reduces wear on over 80 vital parts... 
prolongs truck life . . . makes driving a breeze! 


See your nearby Dodge dealer and find out 
how you can be dollars ahead with a Dodge 
Job-Rated” truck! Drop in soon! 


How Dodge trucks are “Job-Rated” 
for utility operations 


A Dodge “Job-Rated”’ truck is engi- 
neered at the factory to fit a specific 
job...save you money... last longer. 


Every unit from engine to rear axle is 
""Job-Rated’’ — factory-engineered to 
haul a specific load over the roads you 
travel and at the speeds you require. 


Every unit that SUPPORTS the load— 
frame, axles, springs, wheels, tires, 
and others—is engineered right to 
provide the strength and capacity 
needed. 


Every unit that MOVES the load— 
engine, clutch, transmission, propeller 
shaft, rear axle, and others—is engi- 
neered right to meet a particular oper- 
ating condition. 


0b-Ratod' TRUCKS DO THE MOST FOR YOU 
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INDUSTRIAL PROGRESS—( Continued) 





and chairman of the AGA Accident Preven- 
tion Committee, will preside at the conference. 
Delegates will be welcomed at the opening 
session by B. C. Adams, president, The Gas 
Service Company, Kansas City. 


Report on Pressure Losses of 
Take-offs for Air Cond. Systems 

ESULTS of a study to determine the pressure 

loss characteristics of standard side and 
top take-offs used with extended-plenum type 
air conditioning duct systems are available in 
reprint form at the American Gas Associa- 
tion, 420 Lexington avenue, New York 1/7, 
New York, These reprints were made from 
an article published by the American Society 
of Heating and Ventilating Engineers in its 
official Journal Section of Heating, Piping 
and Air Conditioning Magazine. A limited 
quantity can be obtained from the Domestic 
Gas Research Committee of AGA. The inves- 
tigation was undertaken as part of the AGA 
Promotion, Advertising and Research Plan. 


Consumers Power Continues 
Expansion Program 


40 per cent increase in Consumers Power 
Company’s electric generating capacity to 
serve Michigan’s rapidly growing defense and 
other industrial demands throughout the com- 
pany’s area, and which will bring the statewide 


system capacity to approximately 1,500,000 
kilowatts, was announced by Dan E. Karn, 
first vice president. 

The principal items in this expansion an- 
nouncement include the. addition of a 135,000 
kilowatt steam-electric unit at the company’s 
John C, Weadock plant near Bay City, and 
the expansion of the Justin R. Whiting plant 
on Lake Erie, above Toledo, by the addition 
of a third unit of 106,000 kilowatts. 

These additions are part of the company’s 
$57,000,000 electric and gas construction pro- 
gram for 1951, including its subsidiary, Mich- 
igan Gas Storage Company, and represents 
an over-all program exceeding $200,000,000 
since the end of World War II and by the 
end of this year. . 


Westinghouse Offers Electrical 
Measuring Instrument Booklet 


gentry on “how to select” electrical 
measuring instruments is provided in a 30- 
page instrument booklet available from the 
Westinghouse Electric Corporation. 

Seven basic selection factors are explained; 
types of instruments available in each major 
classification are listed on a full-page check 
chart; and, four typical selection problems are 
solved to help the reader make his selection. 

For copy of booklet B-4696, write to West- 
inghouse Electric Corporation, Box 2099, 
Pittsburgh 30, Pennsylvania. 








Some people look at printing only from the standpoint of 
quality; others think they have to compromise quality 
when they're faced with a rush job. At Sorg, quality is 
consistently maintained while meeting your deadline. 





As specialists in every type of financial, corporate and legal 
printing, we are set up to handle design, specification of 
format, printing, binding and mailing. Printing facilities in- 
clude both letterpress and offset equipment. 


Our service is complete. 


PRINTING CO., 


_80 SOUTH ST., NEW YORK 








CONFIDENTIAL 
SERVICE 
SINCE 1920 
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COMPARE THIS NEW ENGINEERED CONTROL... 








No longer need you assemble four or five different 
controls with their connections — requiring as many 
as fourteen joints! GasaPack users report that reduc- 
tion in assembly and inventory costs alone make 
Gasarack adoption worth while! 


eee with this 


“plumber’s 
nightmare!”’ 


The A-P Gasapack — a modern control designed for 
modern furnaces and heaters —to provide the utmost 
in economy, accessibility, convenience and safety. All 
controls built into a compact, efficient, good-looking 
unit you will be proud to use on your heater! 





a's modern Gasapack® 
combines all 5 necessary controls 
into one simple compact unit 


With Gasapack, you have only One unit to install, One unit, which eliminates 
the usual pressure regulator, solenoid or diaphragm valve, A-cock, B-cock, 
and pilo i i i Ss, re ings. 
Check These Advantages d pilot filter, with their clutter of nipples, reducers and other fittings. ; 
Instead, you have a single ENGINEERED control — simple and economical to 
ONE unit replaces ALL separate controls with their install, easy to operate, silent, efficient and completely dependable. No wonder 
connections; no “assembly” costs. hat it is th dv . Is i ' 
Noisel x — b users say that it is the greatest advance in gas controls in twenty years: 
oweless operation — Bo annoying clicks or hum to a a = : . 
irritate users. Gasapack’s completely silent operation; 100% safety features; its unique 
100% Safe Lighting; 100% Fail-Safe Automatic Pilot. adaptability; the availability of simple thermostatic controls; its compactness — 
AGA listed. Built-in Pressure Reguletor; 100% Safety these are only a few of the reasons why Gasapack makes such a hit with 
Compact size—39¢” x 514” x S34” permits wide lati- manufacturers who require a modern control for modern furnaces and heaters. 
tude in styling. It will pay you to get the complete story on the Gasapack. Write for Bulle- 


Complete adaptability to manual, automatic electric . 
or automatic poe hes control. tin G-8 today. 





DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 
2470 N. 32nd Street ° Milwaukee 45, Wisconsi 
in Canada: A-P Controls C: ation, Lid., Cooksville, Ontario 


P 
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A new wave of enlightened . 
interest in Reheat is sweeping the “> 
country as the role of the high 
pressure, high steam cycle promises 
to play an increasingly important part 
in power-generating facilities everywhere. 
bday, design developments in both boilers 
and turbines frequently dictate the 
use of the Reheat Cycle. But the spiralling 
cost of fuels is as much a factor as any 
in endearing this tool—so promising 
from its very beginning—to the hearts 
of steam-electric station operators. 


Radiant superheaters and radiant 
reheaters were engineered and fabricated 
by Foster Wheeler as early as 1924 for 
one midwest station—considered one 
of the country’s most efficient power plants. 


The Foster Wheeler designs shown here have 
the following common features: 
(@) Combination radiant and convection super- 
heaters have a natural characteristic 
maintaining a constant final steam tem-. 
perature over a wide load range with a 
minimum amount of control equipment. 
(b) Since superheating is done partly in the radiant superheater a two-fold purpe 
is served. Gas temperature leaving the furnace can be reduced 
and danger of slagging is thus obviated. 
(€) Steam generator characteristics are integrated with those 
of the turbine. 


For further information, write to: FOSTER 








ie ] g REHEAT— Four 700,000 Ib per hr-steam 


generators for an important midwest utility. 


“ < REHEAT—A 1,100,000 Ib per hr steam generator-for 


a large steam-electric station in central. Pennsylvania. 


[2 ] REHEAT AND DUAL CIRCULATION—A 1,450,000 Ib per hr reheat’ 


_and dual circulation steam generator for a steam-electric plant’ in 
New York City. Dual Circulation, a Foster Wheeler development; makes 
possible the reduction of silica carryover to negligible~ quantities. 
' “i 
Sh Vi fe 


i 
Le Se 


ta 


purpe 


HEELEPORATION © 165 BROADWAY, NEW YORK 6, N. Y. 


FOSTER (WHEELER 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company 

Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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Dam breast, power house and 
switching yard of the Buchanan 
Dam, constructed by Lower 
Colorado River Authority. 


Oil circuit breakers are auxiliary- 
battery operated by the Exide- 
Manchex. Operation of a 12’ but- 
terfly valve, not shown, is a new 
application of emergency battery 
power. 





Bank of 60—EME-13C Exide-Manchex Batteries at Buchanan 


Dam. Mounted back to back on two 2-step Exide Racks. 


POWER for the heart of Texas 


Exide-Manchex sarteries 


A short distance above the capital city of the 
Lone Star State, a power station enlarged in 
1949-50 is in operation. Buchanan Dam, a unit 
of the Lower Colorado River Authority, is one 
of the most modern and finest equipped stations 
in the country. 

Among this fine equipment at Buchanan Dam 
is the Exide-Manchex, which provides depend- 
able standby power for all storage battery oper- 
ations. A logical choice, for in Exide-Manchex 
Batteries you get: 

POSITIVE OPERATION. Dependable performance 
at ample voltage with no switching failures. 
INSTANTANEOUS POWER, at high rates for 
switchgear operation, adequate reserve power for 
dependable performance of all other control 
circuits and also emergency lighting. 


GREATER CAPACITY in a given amount of space 


avoids overcrowding of equipment. 


These are the features that help to make Exide- 
Manchex your best battery buy for all control 


and substation services. 


LEAD CALCIUM BATTERIES 


Exide first produced Lead Calcium Batteries in 
1935. Since that time we have progressively 
followed an extensive program of laboratory 
research and development along with a study 
of Exide Lead Calcium Batteries in actual 
service. 

Much has been learned during those 16 years. 


Though the time is too short to specifically 
predict length of battery life, definite conclu- 





| : sions have been reached regarding proper 
LOW OPERATING COST: Extremely low internal application. We will be glad to inform you 

, resistance. where these cells can satisfactorily serve. 

A LOW MAINTENANCE COSTS: Water required 

A about twice a year. No change of chemical THE ELECTRIC STORAGE BATTERY CO. 

solution needed during life of battery. Philadelphia 2 

oo LOW DEPRECIATION ...due to sturdy, long- Exide Batteries of Canada, Limited, Toronto 


life construction. “Exide” and ‘“‘Manchex"” Reg. Trade-marks U. S. Pat. Of. 


1888... DEPENDABLE BATTERIES FOR 63 YEARS...1951 


it) This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











44 


Public Utilities Fortnightly 


August 30, 195) 





Develop maximum power 
with LEFFEL hydraulic turbines 
* 


Only time will tell the story of how 


good a hydraulic turbine really is. 


—and Leffel turbines are already 
thoroughly time-tested, in scores 
of installations where they have 
been going strong for decades 
without need of repair. 


Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 
maintains a friendly interest in 
the turbine's performance after 
installation. 


If you have a water power prob- 
lem, entrust it to Leffel's hydraulic 
engineers — real experts in the 
water power field. Put Leffel's 89 
years of hydraulic power experi- 
ence to work for you—now. 


Ay ‘THE JAMES LEFFEL & CO. 


SPRINGFIELD, OHIO, 


DEPARTMENT 


MORE EFFICIENT HYDRAULIC POWER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


FOR 


U.S.A. 


89 


YE 


A 
- 


— 


R 





30, 195) 








You've seen this sign on the railroad flatcars as CLEVELANDS 
go out to utilities in all parts of the country. And the way 
experienced owners re-order “Another CLEVELAND” is your 
guarantee of the best solution to your own trenching needs. 
This continuing acceptance by budget-minded utility op- 
erators is based on CLEVELANDS proved record of bonus 
yardage and lower costs, plus CLEVELANDS remarkable 
versatility, quick mobility and other engineering features - 
tailored to utility requirements. Call your local distributor 
today for the full story. The Cleveland Trencher Company, 
20100 St. Clair Avenue, Cleveland 17, Ohio. 
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mint ann, PROCEEDINGS 
1950 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


The Rural Telephone Problem—Federal Encroachment upon State Regulation in the 
Public Utility Field—Highway Safety—Effect of Defense Legislation on Public Utility 
Regulation—History of Subsidies to Public Utilities—Telephone Studies Report— 
Excess Profits Tax Report—Accounts and Statistics—Depreciation—Engineering— 
Legislation—Resolutions adopted by the association. 


Price—$10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops 
a system of procedure providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board 
and station-to-station bases of rate making. (Printed, 87 pages) 


Depreciation: 

1943-44 Reports of Committee on Depreciation—(Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
(326 pages, paper bound) 

1948) Letter Symbols for Mathematics of Depreciation 

1948) Half Cycle Methods of Estimating Service Life 

1950) Remaining Life Basis of Accounting for Depreciation 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45-117 (1938-1950) 

Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases Nos. 1-78 (1938-1950) 

Interpretations of Uniform System of Accounts for Water Utilities— 
Cases Nos. 1-64 (1938-1950) 


(Where remittance accompanies order, we pay forwarding charges.) ‘ 
NATIONAL ASSOCIATION OF RAILROAD 


AND UTILITIES COMMISSIONERS | 
7413 NEW POST OFFICE BUILDING, POST OFFICE BOX 684 WASHINGTON 4, D.C. | 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





THe American AppraisaL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
Room 1903, 155 E. 44th St., New York 17, N. Y. 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Ford, Bacon & Davis 
vase “esneerte 


NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 
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GIBBS & HILL rwno. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 














INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON * PHILADELPHIA - ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e CHICAGO ~ Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 

















HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa, — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground « Construction Maintenance « Ball Field Lighting 
Right of Ways ¢ Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines — 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 
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JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 


ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 


Te Krulpian Gnadon 


ENGINEERS @ CONSTRUCTORS 























1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. © ROME, ITALY ¢ CALCUTTA, INDIA 
CARACAS, VENEZUELA @ MEXICO CITY, MEXICO 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 


COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘"The Value of Cost Analysis to Management"’ 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














RATES TAXES 


me MIDDLE WEST mene 
BUDGETING SERVICE , ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING * SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND =: SPECIALISTS IN 
OPERATING ENGINEERS . s] ACCOUNTING, FINANCING, RATES, 
PURCHASING \ yy, INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET. 4 CHICAGO 4, ILLINOIS 











Designing « Engineering+ Construc 


Outstandi 
ng tion « Piping . Equipment ° Surveys 
in the * Plans + Steam or Diesel Power 


Plants, Alterations, Expansions 


Industry 
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SANDERSON & PORTER 
— 


CONSTRUCTORS 


Sap 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anb SERVICE CO. 
327 So. LaSalle St., Chicago 4, IIL 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


1 tigati Reports—A 





Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Pubiic Utility Valuations, Reports and 
Original Cost Studies 
910 Electric Building Indianapolis, Ind. 











W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 
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| PRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Organization and Procedural Studies 
ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street ©@ New York 5, N. Y. 
BOwling Green 9-5165 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tol. Rittenhouse 6-3037 








LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLe St., CHIcaco 








HARZA ENGINEERING CO. 


Consulting Engineers 


A 
CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, —— Harbor Structures, 


nics 
400 W. MADISON ST. CHICAGO 6, ILL. 


L. F. 
E. MONTFORD FUCIK 


A. S. SCHULMAN ELEctTRrRICc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 

CoMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHICAGO 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 





Operating — Financial — Plant 








LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
919 Eleventh Street, N.W., Washington {, D. C. 
Telephone: National 7793 


Testing * Inspection +* Consulting 
Product Development & Research 
United States Testing Company, Inc. 
Hoboken, N. J 


» + Chicago 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 

POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Mlinois 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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INDEX TO ADVERTISERS 
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Low boiler efficiency is a money 
hog. It can be stopped almost 
before it starts—with a Richard- 
son EE-39 Coal Scale. Here are 
some of the reasons the EE-39 
should be your first considera- 
tion. Compare them with any 
other scale BEFORE you buy. 


@ A 20” x 20” inlet opening, biggest of any coal 
scale assures positive coal flow—no “hanging-up.” 

@ Simple-to-operate by-pass mechanism, enabling coal 
to be re-routed to stoker or pulverizer. 

@ Pivotec leveling plate provides shallow, even coal flow, 
uniform “breakaway.” Eliminates power or belt strain 
when occasional lumps pass through. 

@ Warp and twist-free weigh beam of heavy, welded members, 
mounted on hardened steel knife edges. 

@ Pressure-tight access doors located to provide easy inspection 
of weighing chamber. 


—a complete line of accessories such as ““Monorate”™ distributor, 
discharge counter, remote by-pass control,.ete/ 
3 BULLETINS AVAILABLE. Send for them today for complete information on: 
EE-39, for dust tight, average service—200-300 Ibs. per dis- 
charge—Bulletin No. 0150 
Model K-39, for pressure tight (up to 60” of water), large 
capacity service—400-500 Ibs. per discharge—Bulletin No. 0250 
Monorate, non-segregating coal distributor—Bulletin No. 
1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey : : 


Atlanta © Boston * Buffalo 
Cincinnati Detroit * 
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These G-E switched Pyranol capacitor equipments rated 5100 kilovars at 13,200 volts are installed on the system 
the Metropolitan Edison Company, York, Pa. All utilities today are finding it pays to install capacitor kvcr, some 


much as 50% of their peak load. 


G-E switched 
Capacitors 

prove life-savers 
as loads climb 


Short deliveries on equipments. 
Priced less than $8.00 per kvar 


Electric utilities in all parts of the country ca 
tinue to find that capacitors provide the fast 
cheapest way to increase system capacity. 

Where vou already have installed a high p 
centage of fixed capacitors—or where your kiloy 
loading varies widely in any 24-hour period—¥ 
can profit by the use of switched capacitors, Aut 
matically switched capacitor equipments can 
provided at low cost. The G-E 5100-kvar 13.2) 
volt Pyranol* capacitor equipment illustrated he 
with breaker and automatic control, is priced at! 
than $8.00 per kvar. 

Switched capacitor equipments are av. ilable « 
short delivery. They can be installed in » matter 
hours. They provide the least expensive “ethod 
releasing system capacity. Call your neurest 6 
Sales Office or write for information on | »w cap 
itors can help you. Address Sec. 407-31, {pparit 
Department, General Electric, Schenectady 5, \. 


*Reg. Trade mark of General Electric Company. ‘or 








